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Corparafion Commission

To all to Whom these Presents shall Come, Greeting:

I, VICTOR RODARTE, Assistant Director of Securities of the Arizona Corporation
Commission, do hereby certify that I am a public officer having official duties with said
Commission and having legal custody of the records of said Division and that I have caused to
be made, under my direction, a diligent search of the records of the Securities Division of the
Arizona Corporation Commission and said search discloses that during the period of November
20, 1998 to the present, Philip Allen Lehman has been registered with the Arizona Corporation
Commission as a securities salesman pursuant to Article 9 of the Securities Act of Arizona
(A.R.S. § 44-1941 et seq.), and has not made a notice filing or been licensed with the Arizona
Corporation Commission as an investment adviser or investment adviser representative pursuant
to Article 4 of the Arizona Investment Management Act (A.R.S. § 44-315 l etseq.).
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IN WITNESS WHEREOF, I HAVE HEREUNTO SET
MY HAND AND AFFIXED THE OFFICIAL SEAL OF THE
ARIZONA CORPORATION COMMISSION, AI. THE
CAPITOL, IN THE CITY OF PHOENIX, THIS / 7 DAY
OF 44~y /* ,mea / A.D.

B Y
VICTOR RODARTE, Assistant irctor of Securities

//
E X H I B~I T

Certificate of registration .. Philip Lehman



STATE OF ARIZONA
@~\ Corporation Commission

DITAT onus

To all to Whom these Presents shall Come, Greeting:

I, VICTOR RODARTE, Assistant Director of Securities of the Arizona Corporation
Commission, do hereby certify that I am a public officer having official duties with said
Commission and having legal custody of the records of said Division and that I have caused to
be made, under my direction, a diligent search of the records of the Securities Division of the
Arizona Corporation Commission and said search discloses that during the period of January 6,
1998 to the present, Tower Equities, Inc. has been registered with the Arizona Corporation
Commission as a securities dealer pursuant to Article 9 of the Securities Act of Arizona (A.R.S.
§ 44-1941 et seq.), and has not made a notice filing or been licensed with the Arizona
Corporation Commission as an investment adviser pursuant to Article 4 of the Arizona
Investment Management Act (A.R.S. § 44-3151 et seq.).
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IN WITNESS WHEREOF, I HAVE HEREUNTO SET
MY HAND AND AFFIXED THE OFFICIAL SEAL OF THE
ARIZONA CORPORATION COMMISSION, AT THE
CAPITOL, IN THE CITY OF PHOENIX, THIS /7 PA DAY
OF /$4 A 'I .42 to I A.D.

9

BY
VICTOR RODARTE, Asses Knirector of Securities
4- EXHIBIT

Certificate of registration - Tower Equities
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T o  a l l  t o  W h o m  t h e s e  P r e s e n t s  s h a l l  C o m e ,  G r e e t i n g :

I ,  V I C T O R  R O D A R T E ,  A s s i s t a n t  D i r e c t o r  o f  S e c u r i t i e s  o f  t h e  A r i z o n a  C o r p o r a t i o n
C o n n n i s s i o n ,  d o  h e r e b y  c e r t i f y  t h a t  I  a m  a  p u b l i c  o f f i c e r  h a v i n g  o f f i c i a l  d u t i e s  w i t h  s a i d
Commiss ion and hav ing lega l  cus tody  o f  the  records  o f  sa id  Div is ion and that  I  have caused to
be  made,  under  my  d i r ec t ion ,  a  d i l igen t  search  o f  the  records  o f  the  Secur i t ies  D iv is ion  o f  the
Ar izona Corpora t ion  Commiss ion  and sa id  search  d isc loses  tha t  dur ing  the  per iod  o f  February
1997  to  the  p r esen t ,  Sa r a  Ann  Mer r ick  has  no t  been  r eg is te r ed  w i th  the  Ar izona  Cor po r a t ion
Commiss ion  as  a  secu r i t ies  sa lesman  o r  dea le r  pu r suan t  to  A r t i c le  9  o f  the  Secu r i t ies  Ac t  o f
Ar izona  (A .R.S.  §  44-1941 e t  seq) ,  and  has  no t  made a  no t ice  f i l ing  o r  been  l icensed  wi th  the
Ar izona Corporat ion Commiss ion as an investment adv iser  or  investment adv iser  representat ive
pursuant to  Ar t ic le  4  of the Ar izona Investment Management Act (A.R.S. §44-3151 et seq.) .
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IN WITNESS WHEREOF, 1 HAVE HEREUNTO SET
MY HAND AND AFFIXED THE OFFICIAL SEAL OF THE
ARIZONA CORPORATION COMMISSION, AT THE
CAPITOL, IN THE CITY OF PHOENIX, THIS / 774DAY
OF /MA y ,'2 o o / A.D.

~4
BY | . I

v8§ RODARTE Aa4> rector of Securities
EXHIBIT

Certificate of ro registration - Sarah Merrick 9



Individual CRD#: 1345038

Individual Name: LEHMAN, PHILIP A

Firm Name Firm CRD Start Date SFG Member
TOWER E~UITIES, INC. 16195 04/1984 N

Individual CRD#: 1345038 Individual Name: LEHMAN, PHILIP A

Individual CRD#: 1345038 Individual Name: LEHMAN, PHILIP A
Firm CRD # : 16195 Firm Name : TOWER E ~UITIES, INC.

Employment Start Date 04/01/1984

Regulatory
Authority

Registration
Category

Filing Date Status Date Registration
Status

Approva |
Date

NASD DP 07/05/199909/07/2000 SUSPENSION 05/07/1985
NASD DR 07/05/199909/07/2000SUSPENSION 05/07/1985
NASD FN 07/05/1999 04/16/1990PURGED
NASD Gs 07/05/199904/13/1998PURGED
NASD IP 07/05/199909/07/2000SUSPENSION 10/13/1986
NASD IR 07/05/199909/07/2000SUSPENSION 09/26/1986
Az AG 07/05/1999 11/20/1998APPROVED 11/20/1998

Regu l a tor
Authority

Registration
Catego

Filing Date Status Date Registration
Status

Approval
Date

FL AG 07/05/199909/22/1998APPROVED 09/22/1998
IN AG 07/05/199901/08/1992APPROVED 01/08/1992
MO AG 01/13/200001/28/2000T NOREG
nc AG 01/14/200001/21/2000APPROVED 01/21/2000
NH AG 07/05/199909/25/2000 TERMED 12/15/1998
NJ AG 07/05/199905/12/1997APPROVED 05/12/1997
OH AG 07/05/199909/19/1986APPROVED 09/19/1986
PA AG 07/05/199911/20/1998APPROVED 11/20/1998

CRDMain Page Page 1 off

8 9
Registrations Summary

9 Individual Name: LEHMAN, PHILIP A |
Current Firm(s):

R e g i s t r a t i o n s  S u m m a r y  w i t h  C u r r e n t  E m p l o y e r s

llndividual CRD#: 1345038

Prior Firm(s):
R e g i s t r a t i o n s  S u m m a r y  w i t h  P r i o r  E m p l o y e r s

No Prior Employers Found

Back to Top

R e g i s t r a t i o n s  w i t h  C u r r e n t  E m p l o y e r s

•

EXHIBIT

.../ad_ipm_vii_RegSummary.asp?print=Y&P ageName=VI_PGNM MMM/4/01



CRDMain Page Page 2 of 2

Back to Too

.../ad_ipm_vii_RegSummary.asp'?print=Y&PageName=VI_PGNM_REGISTRATIONS_SUMM 6/4/01



Individual CRD#: 1345038 Individual Name: LEHMAN, PHILIP A

Employment History
From To Name Investment Related

Business?
City StateCountry Position

06/1996Present SPENCER
INSURANCE

N LONDONOH USA SOLICITOR

03/1988Present TOWER EQUITIES
AGENCY, INC

N DAYTO N OH USA PRESIDENT

04/1984Present TOWER EQUITIES,
INC.

Y DAYTON OH USA PRINCIPAL

03/197909/2000 TOWER EQUITIES,
INC

Y DAYTON OH USA CHAIRMAN

03/197901/2000ENINUN, INC. N DAYTON OH USA PRESIDENT
01/199606/1999PRETEKIN REALTY N DAYTON OH USA REALTOR

Office of Employment Address Histo
From To Firm Street 1 Street

2
City StateCountryPosta |

Code
04/01/1984PresentTOWER EQUITIES,

INC. (16195)
8141 NORTH
MAIN STREET

DAYTONOH USA 45415

CRDMain Page Page 1 of 1

8 ?
u 4  E m p l o y m e n t  H i s t o r y

Please note that data contained in the U-4 EMPLOYMENT HISTORY SCREEN is updated only by a
U-4 and does not reflect any changes made by the filing of a U-5.

.../ad_rpm_vii_EmploymentHistory. asp'?print=Y&PageName=VI_P GNM_EMPLOYMENT_HI S8l/4/01
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122628__32_0005001 1_0005001 1 Page 1 of6

Central Registration Depository
Individual Roster - Active Registrations

nest Submitted: 01/31/2001 Page 1

Notice

CRD Information: This report contains information from the CRD(SM)
system, which is operated by the NASD, a national securities
association registered under the Securities Exchange Act of 1934.
CRD system primarily contains information submitted on uniform
broker-dealer and agent registration forms and certain other
information related to registration and licensing. The information on
Uniform Forms filed with the CRD is deemed to have been filed with
each regulator with which the applicant seeks to be registered or
licensed and shall be the joint property of the applicant and such
regulators. The compilation constituting the CRD database as a whole
is the property of NASD. Neither the NASD nor a participating
regulator warrants or guarantees the accuracy or the completeness of
the CRD information. CRD information consists of reportable and
non-reportable information.

The

Reportable Information: Information that is required to be reported on
the current version of the uniform registration forms .

~Reportable Information: Information that is not currently
portable on a uniform registration form. Information typically is

not reportable because it is out-of-date; it was reported in error;
or some change occurred either in the disposition of the underlying
event after it was reported or in the question on the form that
elicited the information. Although not currently reportable, this
information was once reported on a uniform form and, consequently, may
have become a state record. Users of this information should
recognize that filers have no obligation to update non-reportable
data; accordingly, it may not reflect changes that have occurred since

F

EXHIBIT

.5

https://ws3 .crd.nasdr.com/servlet/WebClient/getspfhtmloutput/ZBRG.../122628_32_0005001 1_000500l 1.ht 1/31/01



122628 32 0005001 1_0005001 1
Page 2 of6

Central Registration Depository
Individual Roster - Active Registrations

Request Submitted: 01/31/2001 Page 2

Details for Request# 122628

Report: Individual Roster
Registrations

Active

Parameter Name Value

|

I
Organization CRD #
Generate Zipped PDF file?
User Init ials

16195
No
SBT

all

*rtpsz//ws3 .crd.nasdr.com/servlet/WebClient/getspH1tm1output/ZB RG.../122628_32_0005001 1_0005001 1.ht
w

-~

1/31/01



:f22628_32_0005001 1_0005001 1 Page 3 of 6

Central Registration Depository
Individual Roster - Active Registrations

Request Submitted: 01/31/2001 Page 3

QRe tor Name
Organization Name :

ARIZONA
TOWER EQUITIES, INC.

*g

Individual Name :
Individual CRD # :
Residential Address

ALBERT, KENNETH WAYNE
2545456 1

INC 9

United StateS
Organization CRD # : 16195
Current Employer : TOWER EQUITIES,
Office Employment Address:
: 1108 WINCHESTER TRAIL

DOWINGTOWN PA 19325 1
NASD Registrations :

Category
GP
Gs
IR

Regulator Registrations :
Category
AG

Status
APPROVED
APPROVED
APPROVED

Effective date
12/04/2000
09/30/1999
10/10/1997

Status
APPROVED

Effective date
10/06/1998

Individual Name
Individual CRD #
Re inuial Address

BURRIS I DARLA PAYE
-3169030 4

INC 1

/

United States
Organization CRD # : 16195
Current Employer : TOWER EQUITIES,
Office Employment Address:

173 TRACE FORK ROAD
CAMPBELLSVILLE KY 42718

NASD Registrations :
Category
IR

Regulator Registrations :
Category
AG

Status
APPROVED

Effective date
12/15/1999

Status
APPROVED

Effective date
06/30/2000

Ltps://ws3.crd.nasdr.com/servlet/WebClient/getspfhtmloutput/ZBRG.../122623._32_0005001 1_0005001 Let 1/31/01



122628_32_0005001 1_0005001 1 Page 4 of6

Central Registration Depository
Individual Roster - Active Registrations

Request Submitted: 01/31/2001 Page 4

•R atom Name
Organization Name :

ARIZONA
TOWER EQUITIES, INC.

Individual Name :
Individual CRD # :
Residential Address

LARSON, MARJORIE LYNN
852433

United States
Organization CRD # : 16195
Current Employer : TOWER EQUITIES, INC.
Office Employment Address:

345 EXECUTIVE PKWY MY
ROCKFORD IL 61107 1

NASD Registrations :
Category
GP
Gs

Regulator Registrations :
Category
AG

Status
APPROVED
APPROVED

Effective date
11/24/1997
11/24/1997

Status
APPROVED

Effective date
01/28/1998

Individual Name :
Individual CRD # :
Residential Address

LEHMAN, HEATH A
2395182 l

'E °
USA

Organization CRD # : 16195
Current Employer : TOWER EQUITIES, INC.
Office Employment Address:

1103 CLEARPOINTE WAY
LAKELAND FL 33813
USA

NASD Registrations
Category
OP
MP
MR
FN
GP
GS

Regulator Registrations :
Category
AG

Status
APPROVED
APPROVED
APPROVED
APPROVED
APPROVED
APPROVED

Effective
10/23/1998
01/15/1998
01/15/1998
09/15/1997
02/19/1997
01/25/1995

date

Status
APPROVED

Effective date
03/11/1998

Xttps://ws3.crd.nasdr.com/servlet/WebC1ient/getspfhtmloutput/ZBRG.._/122628 32 0005001 1 0005001 1.ht 1/31/01



Q Page 5 of61628_32_00050011_00050011
v

antral Registration Depository
' Individual Roster Active Registrations

Request Submitted: 01/31/2001 Page 5

R atom Name
Organization Name :

-4 ARIZONA
TOWER EQUITIES I INC A

Individ&&°1. Name a..
Individfiél "cRy.# :
Residential Address

LEHMAN, PHILIP ALLEN
1345038

-
UNITED STATES

Organization CRD # : 16195
Current Employer : TOWER EQUITIES,
Office Employment Address:

8141 NORTH MAIN STREET

INC u

Status
SUSPENSION
SUSPENSION
SUSPENSION
SUSPENSION

Effective date
09/07/2000
09/07/2000
09/07/2000
09/07/2000

DAYTON OH 45415
USA

NASD Registrations
Category
DP
DR
IP
IR

Regulator Registrations
Ca€@gOry"~
AG we

Status
APPROVED

Effective date
11/20/1998

I ideal Name
Individual CRD #
Residential Address

Q

9 1*
• I

•

MINGS,DEAN ELMO
1197212-

INC.

United States
Organization CRD # : 16195
Current Employer : TOWER EQUITIES,
Office Employment Address:

173 TRACE FORK ROAD
CAMPBELLSVILLE KY 42718
USA

NASD Registrations
Category
IP
IR

Regulator Registrations :
Category
AG

Status
APPROVED
APPROVED

Effective date
09/02/1998
09/02/1998

{

Status
APPROVED

Effective date
06/30/2000

https://ws3.crd.nasdr.com/servlet/WebC1ient/getspfhtrnloutpuUZBRG.../122628_32_0005001 1_0005001 l .ht 1/31/01



122628_32_0005001 1_0005001 1 Page 6 of 6

Central Registration Depository
Individual Roster - Active Registrations

Request Submitted: 01/31/2001 Page 6

R tor Name
Organization Name :
QD ARIZONA

TOWER EQUITIES I INC .

Individual Name :
Individual CRD # :
Residential Address

WISEMAN, KENNETH ROBERT
1345001

gill'

Status
APPROVED
APPROVED

Effective date
12/06/1990
10/13/1986

Organization CRD # : 16195
Current Employer : TOWER EQUITIES, INC.
Office Employment Address:

8141 N. MAIN ST.
._ DAYTON_OH 45415
USA

NASD Registrations
Category
FN
IR

Regulator Registrations :
Category
AG

Status
APPROVED

Effective date
08/15/2000

Total Count of Individuals within this report: 7

•

https://ws3 .crd.nasdr.com/servlet/WebClient/getspfhtmloutput/ZBRG.../122628_32-0005001 1-00050011.ht
1/31/01



Individual cRy#: 2672417 individual Name: MERRICK, SARA A

Full Legal Name: MERRICK, SARA ANN
Social Securi
Date of Birth:
Employment -Name TOWER E~UITIES, INC. 16195)

Address 8141 N MAIN sT
DAYTON, OH 45415-1747

.Position Non Registered Fingerprint Person
Residential
Address 1
Reportable
Disclosures?

The specified individual has no disclosure that qualifies
for reporting under this section. Please note that there
are three types of disclosure in Web CRD: Reportable,
Legacy and Archive disclosure. An individual with no
reportable disclosure may or may not have Legacy or
Archive disclosure.

Statutory
Disqualification
Status

Clear

System Archive: None Found

1 CRDMain Page

4* f/

, ¢, , . . , . . S m :
CRD Main Organization Reports

Page 1 off

View Individual

Quick Search 3 Q
L 3;.~ C o m p o s i t e  I n f o r m a t i o n

View Individual
Composite

Information
Personal

Information
Employment

History
Other Business
Registrations

Summary
Registrations with
Current Employers
Registrations with
Prior Employers

Disclosures
Deficiencies

Exam Information

Continuing
Education

Fingerprint Cards
Document Listing

Filing History
Regulatory Notes

Registration
Comments

Legacy
Information

EXHIBIT

https://crd.nasd.../crd_ipm_vii_Compositelnfo.asp?INDVL_PK=2672417&CRDToolbarType= 5/16/01



CRDMain Page Page 2 off

Back to Top

Composite Information | Personal Information | Employment
History I Other Business | Registrations Summary | Registrations with

Current Employers | Registrations with Prior
Employers | Disclosures | Deficiencies | Exam Information | Continuing

Education | Fingerprint Cards | Document Listing l Filing
History | Regulatory Notes | Registration Comments | Legacy Information

© 1999-2000, NASD Regulation, Inc. All Rights Reserved.

https://crd.nasd.../crd_ipm_vii_Compositelnfo.asp?INDVL_PK=2672417&CRDToo1barType= 5/16/01



Individual CRD#: 2672417 Individual Name: MERRICK, SARA A

Individual CRD#: 2672417

Individual Name: MERRICK, SARA A

CRDMain Page Page l off

818%8§ zzzzz2wx

CRD Main Organizatiorii Reports ,<>§1

r
wanna

View Individual

8 9Quick Search
.<* .

g o R e g i s t r a t i o n s  S u m m a r y

Current Firm(s):
Registrations Summary with Current Employers

individual Name: MERRICK, SARA A |
No Current Employers Found

Prior Firm(s):
R e g i s t r a t i o n s  S u m m a r y  w i t h  P r i o r  E m p l o y e r s

llndiviaual CRD#: 2672417

view Individual
Composite

Information
Personal

Information
Employment

History
Other Business
Registrations

Summary
Registrations with
Current Employers
Registrations with
Prior Employers

Disclosures
Deficiencies

Exam Information
Continuing
Education

Fingerprint Cards
Document Listing

Filing History
Regulatory Notes

Registration
Comments

Legacy
Information

No Prior Employers Found

Back to Top

.../ad_ipm_vii_RegSummary,asp?PageName=VI_PGNM_REGISTRATIONS_SUMMARY&IN5/16/0l



CRDMain Page Page 2 off
41

Back to Top

Composite Information | Personal Information | Employment
History | Other Business I Registrations Summary | Registrations with

Current Employers | Registrations with Prior
Employers | Disclosures | Deficiencies | Exam Information I Continuing

Education | Fingerprint Cards | Document Listing l Filing
History | Regulatory Notes | Registration Comments | Legacy Information

© 1999-2000, NASD Regulation, Inc. All Rights Reserved.

.../ad_ipm_vii_RegSummary.asp?PageName=VI_PGNM_REGISTRATIONS_SUMMARY&I 5/16/01



CRDMain Page Page l off
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V i e w  I n d i v i d u a l

8 <9Quick Search
E x a m  H i s t o r y

'Individual CRD#: 2672417 [Individual Name: MERRICK, SARA A |View Individual
Composite

Information
Personal

Information
Employment

History
Other Business
Registrations

Summary
Registrations with
Current Employers
Registrations with
Prior Employers

Disclosures
Deficiencies

Exam Information
Continuing
Education

Fingerprint Cards
Document Listing

Filing History
Regulatory Notes

Registration
Comments

Legacy
Information

No Exam Information Found.

.../ad_ipm_vii__ExamHistory.asp'?PageName=VI_PGNM_EXAM_HI STORY&INDVL_PK=2675/16/01



CRDMain Page Page 2 off

Back to Top

Composite Information | Personal Information | Employment
History | Other Business | Registrations Summary | Registrations with

Current Employers | Registrations with Prior
Employers I Disclosures | Deficiencies | Exam Information | Continuing

Education | Fingerprint Cards | Document Listing | Filing
History | Regulatory Notes | Registration Comments | Legacy Information

© 1999-2000, NASD Regulation, Inc. All Rights Reserved.

.../ad_ipm_vii_ExamHistory.asp?PageName=VI_PGNM_EXAM_HISTORY&INDVL_PK=26 5/16/01



Individual CRD#: 2672417 Individual Name: MERRICK, SARA A

From To Firm City StatePosition
06/1993 TOWER

EQUITIES
AGENCY
INC.

DAYTON OH VICE PRESIDENT

06/1993 TOWER
EQUITIES,
INC.
(16195)

DAYTON OH ADMINISTRATION

12/199106/1993LIBERTY
SAVING
BANK

ENGLEWOODOH CSR/NEW ACCOUNT
REPRESENTATIVE

09/199012/1991PATRICIA
GRICE MD

VANDALIA OH RECEPTIONIST

10/198209/1990GRANDVIEW
HOSPITAL

DAYTON OH SECRETARY/RECEPTIONIST

CRDMain Page Page l off
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CRD Main Drganizationi Reports i was
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View Individual

6 9
Legacy Employment History

Legacy Information
Back To Previous

Menu
Legacy Residential

Information
Legacy

Employment
History

Legacy Disclosures
Legacy

Registrations
Legacy Filing

History

Legacy Employment Histor I

Back to Top

Back To Previous Menu | Legacy Residential Information | Legacy
Employment History | Legacy Disclosures I Legacy Registrations I Legacy

Filing History

© 1999-2000, NASD Regulation, Inc. All Rights Reserved.

.../ad_ipm_vii_LegacyEmploymentHistory.asp'?PageName=VI_PGNM_LEGAC Y_EMPLOY1v1E/16/01



CRDMain Page Page 2 off

.../ad_ipm_vii_LegacyEmp1oymentHistory.asp?PageName=VI_PGNM_LEGACY_EMPLOYM5/16/01



Organization CRD#: 16195Organization Name: TOWER EQUITIES,
INC.

Organization SEC#: s-
33445

Applicant Name: TOWER EQUITIES, INC.

Item# Organization Name/Individual Name

8C SECURITIES SERVICE NETWORK, INC.

BC WESTMINSTER FINANCIAL SECURITIES, INC.

Organization Custody Arrangements Page 1 of l

CRD Main ¥ lrudnndual i Reports i

View Org
8 9Organization

Custody and
Clearing

Arrangements
Back To Previous

Menu

C u s t o d y  a n d  C l e a r i n g  A r r a n g e m e n t s  L i s t

I
Custody and

Clearing: Item 8
(A)

Custody and
Clearing: Item 8

(B)
Custody and

Clearing: Item 8
(C)

EXHIBIT

Back To Previous Menu I Custody and Clearing: Item 8 (A) | Custody and
Clearing: Item 8 (B) | Custody and Clearing: Item s (C)

Back to Top

© 1999-2000, NASD Regulation, Inc. All Rights Reserved.

ht.../crd_opm_voi_CustodyArgnt.asp'?QSTN_CD=CLEARING&view=LIST&ORG_PK=16 l9 5/18/01



Organization CRD#: 16195 Organization Name: TOWER EQUITIES,
INC.

Organization SEC#: s-
33445

Applicant Name: TOWER EQUITIES, INC.

Name SECURITIES SERVICE NETWORK, INC.

CRD# 13318

Address 9041 EXECUTIVE PARK DR SUITE 500

KNOXVILLE, TN USA
37923

Effective
Date

01/24/1997

Description WE MAINTAIN A RELATIONSHIP WITH THIS BROKER
DEALER To INTRODUCE CUSTOMERS FOR GENERAL
SECURITY BUSINESS. ALL TRADES ARE CLEARED
THROUGH NFSC.

Organization Custody Arrangements Page 1 of 1

,we »»>3 ,
m

18
x

3

or 4 ,. o f
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Organization CRD#: 16195 Organization Name: TOWER EQUITIES,
INC.

Organization SEC#: a-
33445

Applicant Name: TOWER EQUITIES, INC.

Name WESTMINSTER FINANCIAL SECURITIES, INC.

CRD# 20677

Address 865 SOUTH DIXIE DRIVE

VANDALIA, OH USA
45377-2540

Effective
Date

06/01/2000

Description WE MAINTAIN A RELATIONSHIP WITH THIS BROKER
DEALER To INTRODUCE CUSTOMERS FOR GENERAL
SECURITY BUSINESS. ALL TRADES ARE CLEARED
THROUGH PERSHING A DIVISION oF DU.

Organization Custody Arrangements Page 1 of 1
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Organization CRD#:
13318

Organization Name: SECURITIES SERVICE
NETWORK, INC.

Organization SEC#: 8-
28980

Applicant Name: SECURITIES SERVICE
NETWORK, INC.

SEC / Jurisdiction /
NASD

Registration
Status

Status Effective
Date

SEC Approved 03/25/1983

NASD Approved 05/05/1983

Az Approved 03/18/1991

SEC / SRO /
Jurisdiction

Registration
Status

Status Effective
Date

SEC Approved 03/25/1983

NASD Approved 05/05/1983

AL Approved 10/12/1988

AK Approved 11/15/1996

As Approved 03/18/1991

AR Approved 07/13/1990

CA Approved 09/20/1989

CO Approved 06/05/1989

CT Approved 08/20/1991

DE Approved 05/04/1993

DC Approved 11/03/1989

FL Approved 06/10/1986

GA Approved 11/28/1983

HI Approved 03/27/1997

ID Approved 06/15/1993

IL Approved 01/02/1990

IN Approved 06/14/1988

Organization Registration Status Page 1 of 3
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PA Approved 06/25/1990

Ks Approved 07/26/1990

KY Approved 12/11/1986

LA Approved 05/04/1989

ME Approved 09/27/1991

MD Approved 07/25/1991

MA Approved 04/02/1987

MI Approved 11/09/1989

MN Approved 05/10/1990

Ms Approved 09/28/1989

MO Approved 01/16/1990

MT Approved 04/12/1993

NE Approved 10/01/1993

no Approved 05/07/1990

NH Approved 05/17/1993

NJ Approved 08/19/1991

NM Approved 07/22/1992

NY Approved 05/11/1989

NC Approved 07/19/1983

ND Approved 04/21/1989

OH Approved 06/09/1989

OK Approved 10/10/1990

OR Approved 10/03/1991

PA Approved 09/27/1989

RI Approved 06/05/1990

so Approved 04/16/1990

SD Approved 09/10/1992

TN Approved 04/20/1983

Tx Approved 10/11/1988

uT Approved 06/07/1993

VT Approved 08/19/1991

yA Approved 03/01/1988

Organization Registration Status Page 2 off
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we Approved 04/14/1993

WI Approved 10/03/1989

we Approved 05/03/1993

Organization Registration Status Page 3 off
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Organization CRD#:
20677

Organization Name: WESTMINSTER
FINANCIAL SECURITIES, INC.

Organization SEC#: s-
38426

Applicant Name: WESTMINSTER FINANCIAL
SECURITIES, INC.

sec / Jurisdiction /
NASD

Registration
Status

Status Effective
Date

SEC Approved 10/02/1987

NASD Approved 10/09/1987

AZ Approved 04/09/1998

sec / SRO /
Jurisdiction

Registration Status Status
Effective Date

SEC Approved 10/02/1987

NASD Approved 10/09/1987

AL Approved 03/04/1998

AK Approved 03/23/2000

Az Approved 04/09/1998

AR Approved 04/17/2000

CA Approved 02/27/1998

co Approved 03/13/1998

CT Approved 03/10/1998

DE Approved 03/23/2000

DC Approved 11/06/1998

FL Approved 11/24/1993

GA Approved 02/23/1998

HI Approved 06/28/2000

ID Approved 04/09/1999

IL Approved 04/10/1998

IN Approved 11/21/1991

Organization Registration Status Page l off
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IA Approved 03/31/2000

Ks Approved 08/24/1998

KY Approved 04/06/1995

L_A Approved 06/09/1998

ME Approved 07/31/1998

MD Approved 02/11/1998

MA Approved 06/29/1998

MI Approved 01/10/1996

M N Approved 02/23/1998

Ms Approved 06/03/1998

MO Approved 04/09/1998

MT Approved 11/09/1998

NE Approved 05/11/2001

no Approved 07/07/1998

NH Approved 07/30/1999

NJ Approved 03/17/1998

NM Approved - D.P.: CHRISTOPHER
J. BRODERICK CRD# 2592177

05/16/2000

NY Approved 04/03/1998

no Approved 03/17/1998

ND Pending Approval 05/02/2001

OH Approved 10/16/1987

OK Approved 04/17/2001

OR Approved 06/24/1998

PA Approved 04/01/1996

R1 Approved 11/08/2000

so Approved 03/05/1998

SD Approved 03/15/2000

TN Approved 03/16/1998

Tx Approved 05/23/1997

uT Approved 10/21/1998

VT Pending Approval 04/16/2001

yA Approved 03/05/1998

Organization Registration Status Page 2 of 3
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we Approved 03/06/1998

WI Approved 04/14/1998

we Approved 09/24/1998

wA Approved 05/29/1998
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Organization CRD#:
13318

Organization Name: SECURITIES SERVICE
NETWORK, INC.

Organization SEC#: s-
28980

Applicant Name: SECURITIES SERVICE
NETWORK, INC.

Name PERSHING/DLII

CRD #

Business Address ONE PERSHING PLAZA

JERSEY CIW, NJ 07399
u s

Effective Date 11/01/1998

Description CUSTOMERS ACCOUNTS oF APPLICANT
ARE HELD AT, AND TRANSACTIONS
ARE CLEARED THROUGH
PERSHING/DU.

Name NATIONAL FINANCIAL SERVICES
CORPORATION

CRD #

Business Address zoo LIBERTY STREET

NEW YORK, NY 10281
u s

Effective Date 04/02/1997

Description CUSTOMER ACCOUNTS OF THE
APPLICANT ARE HELD AT, AND
TRANSACTIONS CLEARED THROUGH
NATIONAL FINANCIAL SERVICES
CORP.

Organization Introducing Arrangements Page 1 off
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Organization CRD#:
20677

Organization Name: WESTMINSTER
FINANCIAL SECURITIES, INC.

Organization SEC#: s-
38426

Applicant Name: WESTMINSTER FINANCIAL
SECURITIES, INC.

Name DONALDSON, LUFKIN & JENR E
SECURITIES CORPORATION

CRD # 7560

Business Address ONE PERSHING PLAZA

JERSEY CITY, NJ 07399
UNITED STATES

Effective Date 12/01/1993

Description WE OPERATE on A FULLY DISCLOSED
BASIS WITH PERSHING, WHO is
RESPONSIBLE FOR MAINTAINING THE
ACCOUNTS AND HOLDING CUSTODY
oF OUR CLIENTS' FUNDS AND
SECURITIES.
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Individual CRD#: 2395182

Full Legal Name: LEHMAN HEATH A
Social Security #: *
Date of Birth:
Employment Name HIGH MARK SECURITIES, INC. (42467)

Address 500 SOUTH FLORIDA AVE
4TH FLOOR
LAKELAND, FL 33081

Position Registered Representive

Residential
Address
Reportable
Disclosures?

e spec le in~ivi~ua has no disclosure that qualifies for reporting under
this section. Please note that there are three types of disclosure in Web
CRD: Reportable, Legacy and Archive disclosure. An individual with no
reportable disclosure may or may not have Legacy or Archive disclosure.

Statutory
Disqualification
Status

Clear

System Archive: None Found

CRDMain Page Page 1 of 1

8 ?

• Composite Information

Individual Name: LEHMAN, HEATH A |

/

EXHIBIT
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Individual CRD#: 2395182 Individual Name: LEHMAN, HEATH A

Individual CRD#: 2395182 Individual Name: LEHMAN, HEATH A

Firm Name Firm CRD Start Date SFG Member
K ER SIGH M EH A C RITIu INC.5,~ 42467 12/2000 N

Individual CRD#: 2395182 Individual Name: LEHMAN, HEATH A

Firm Name Firm CRD Start Date End Date SFG Member
INC.TOWER E~UITIES 16195 08/1993 05/2001 N

Individual CRD#: 2395182 Individual Name: LEHMAN, HEATH A
Firm CRD # : 42467 Firm Name : HIGH MARK SECURITIES, INC.

Regulatory
Authority

Registration
Category

Filing Date Status Date Registration
Status

Approval
Date

NASD ET 05/08/200105/09/2001DEFICIENT
NASD FN 12/15/200001/22/2001 APPROVED 12/18/2000
NASD GP 12/15/200001/22/2001 APPROVED 12/18/2000
NASD GS 12/15/200001/22/2001APPROVED 12/18/2000
NASD MP 12/15/200001/22/2001 APPROVED 12/18/2000
NASD MR 12/15/200001/22/2001 APPROVED 12/18/2000
NASD OP 12/15/200001/22/2001 APPROVED 12/18/2000

Regulatory
Authority

Registration
Category

Filing Date status Date Registration
Status

Approval
Date

CA AG 02/13/2001 02/23/2001 APPROVED 02/23/2001
FL AG 12/15/200012/19/2000 APPROVED 12/19/2000
GA AG 02/12/200102/21/2001APPROVED 02/21/2001
IL AG 02/12/2001 03/29/2001 APPROVED 03/29/2001
MN AG 02/12/2001 02/22/2001 T__NOREG
n c AG 02/12/2001 02/20/2001 APPROVED 02/20/2001
OH AG 02/13/2001 02/21/2001 T__NOREG
s c AG 02/12/2001 04/12/2001 T_NOREG

CRDMain Page Page 1 of 3

9

• R e g i s t r a t i o n s  S u m m a r y

Current Firm(s):
R e g i s t r a t i o n s  S u m m a r y  w i t h  C u r r e n t  E m p l o y e r s

Prior Firm(s):
R e g i s t r a t i o n s  S u m m a r y  W i t h  P r i o r  E m p l o y e r s

l
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R e g i s t r a t i o n s  w i t h  C u r r e n t  E m p l o y e r s

[Employment Start Date [12/15/zooo I
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Individual CRD#: 2395182 Individual Name: LEHMAN, HEATH A
Firm CRD # : 16195 Firm Name : TOWER E l UITIES, INC.

Employment Start Date 08/01/1993
Employment End Date 05/07/2001
Reason for Termination Volunta
Termination Comment
Firm Name at Termination TOWER E • UITIES, INC.

Regulatory
Authority

Registration
Catego

Filing DateStatus
Date

Registration
Status

Approval
Date

NASD FN 07/05/199905/01/2001 TERMED 09/15/1997
NASD GP 07/05/199905/01/2001 TERMED 02/19/1997
NASD Gs 07/05/199905/01/2001 TERMED 01/25/1995
NASD MP 07/05/199905/01/2001 TERMED 01/15/1998
NASD MR 07/05/199905/01/2001 TERMED 01/15/1998
NASD OP 07/05/199905/01/2001 TERMED 10/23/1998
As AG 07/05/199905/01/2001 TERMED 03/11/1998

Regulatory
Authority

Registration
Category

Filing DateStatus
Date

Registration
Status

Approval
Date

AL AG 07/05/199905/01/2001 TERMED 12/03/1998
CA AG 07/05/199905/01/2001 TERMED 07/29/1998
CT AG 07/05/199905/01/2001 TERMED 07/17/1998
FL AG 01/12/200005/01/2001 TERMED 01/19/2000
GA AG 07/05/199905/01/2001 TERMED 05/04/1999
IL AG 07/05/199905/01/2001 TERMED 12/03/1997
IN AG 07/05/199905/01/2001 TERMED 12/03/1997
KY AG 07/05/199905/01/2001 TERMED 12/04/1997
LA AG 07/05/199905/01/2001 TERMED 01/28/1999
MA AG 07/05/1999 05/01/2001 TERMED 12/03/1997
MD AG 07/05/199905/01/2001 TERMED 07/19/1999
MI AG 07/05/199905/01/2001 TERMED 12/04/1997
MO AG 07/05/199905/01/2001 TERMED 11/24/1998
ms AG 07/05/199905/01/2001 TERMED 09/30/1998
NH AG 07/05/199905/01/2001 TERMED 12/15/1998
NJ AG 07/05/1999 05/01/2001 TERMED 07/27/1999
NY AG 07/05/1999 05/01/2001 TERMED 03/24/1997
OH AG 07/05/1999 05/01/2001 TERMED 02/22/1995
OK AG 07/05/199905/07/2001 TERMED 12/04/1997
PA AG 07/05/199905/01/2001 TERMED 12/03/1997
RI AG 07/05/199905/01/2001 TERMED 05/07/1997
Sc AG 07/05/199905/01/2001 TERMED 05/14/1997
TN AG 07/05/199905/01/2001 TERMED 08/13/1997
To AG 07/05/199905/01/2001 TERMED 07/11/1997

CRDMain Page Page 2 of 3
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WI AG 07/05/199905/01/2001 TERMED 04/23/1997
WV AG 07/05/199905/01/2001 TERMED 10/05/1998

CRDMain Page Page 3 of 3
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EXHIBIT NOS.

s-9, s-25, and s-z6

WERE NOT USED.



UNITED STATES OF AMERICA
SECUF¥iTIES AND EXCHANGE COMMISSION

ATTESTATION

1 HEREBY ATTEST
that:

Attached is a copy of, order of this Commission dated September 7, 2000,

making findings, ordering respondents to cease and desist and imposing

remedial sanctions, in the matter of Philzp A. Lehman and Tower Equities,

Inc., Administrative Proceeding File No. 8'-I0024. nr

on File in this Commission

November 6, 2000 M44
(Date)

Larry A/gllls
Records O/jieer

It is hereby certified that the Associate Executive Director, Office of Filings
and Information Services, U.S. Securities and Exchange Commission,
Washington, D.C., which Commission was created by the Securities Ex-
changeAct of 1934 (15 U.S.C. 78a et seq.) is official custodian of the records
and files of said Commission, and all records and files created or established
bathe Federal Trade Commission pursuanttothe provisions of the Securities
Act of 1933 and transferred to this Commission in accordance with Section
210 of the Securities Exchange Act of 1934, and was such official custodian
at the time of executing the above attestation, and that he/she, and persons
holding the positions of Deputy Director, Associate Directors, Special
Assistant to the Director, Records Officer, and the Branch chief of Records
Management, or any one of them, are authorized to execute the above
attestation.

For the Commission .
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Jonathan G. Katz
Secretary II
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UNITED STATES OF AMERICA
Before the

SECURITIES AND EXCHANGE COMMISSION

SECUR!T!ES & s<cHmaE CGI-a€€¥3!S380N
" M9498 8

<.~-»,» n '
» -4 °  4  % -d). \\a'-n

SECURITIES ACT OF 1933
Release No. 7889 / September 7, 2000
SECURITIES EXCHANGE ACT OF 1934
Release No. 4 326 2
INVESTMENT ADVISERS ACT OF 1940
Release No. 1896
INVESTMENT COMPANY ACT OF 1940
Release No. 246 36

:SEQ 0 8 2688

ADMINISTRATIVE PROCEEDING
File No. 3-10024

cm 49. 36%/84?3187

I
E

In the Matter of ORDER MAKING FINDINGS, ORDERING
RESPONDENTS To CEASE AND DESIST
AND IMPOSING REMEDIAL SANCTIONSPHILIP A. LEHMAN and

TOWER EQUITIES, INC.,

Respondents.

1.

On September 22, 1999,the Securities and Exchange Commission (Commission)
instituted public administrative proceedings and cease and desist proceedings, pursuant to
Section PA of the Securities Act of 1933 (Securities Act), Sections 15(b), 19(h) and 21C of the
Securities Exchange Act of 1934 (Exchange Act), Sections 203(e), 203(t) and 203(k) of the
Investment Advisers Act of 1940 (Advisers Act) and Section 9(b) of the Investment Company
Act of 1940 (Investment Company Act), against Philip A. Lehman (Lehman) and Tower
Equities, Inc. (Tower_Equities).

In response tithe institution of these proceedings, Lehman and Tower Equities have
submitted Offers of Settlement (Offers) which the Commission has determined to accept. Solely
for the purpose of this proceeding and any other proceeding brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the
findings herein, except the Commission's jurisdiction and the findings contained in Paragraphs
ILA and II.B. below, which are admitted, Lehman and Tower Equities consent to the entry of this
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Order Making Findings, Ordering Respondents to Cease and Desist and Imposing Remedial
Sanctions (Order).

11.

On the basis of this Order and the Offers submitted by Lehman and Tower Equities, the
Commission finds that:

A. Tower Equities is an Ohio corporation based in Dayton, Ohio, has been a broker-
dealer registered with the Commission pursuant to Section 15(a) of the Exchange Act since in or
about 1985, and has been an investment adviser registered with the Commission pursuant to
Section 203(c) of the Advisers Act since in or about 1988.

B. At all relevant times, Lehman, age 60, was the sole shareholder, chairman, vice
president and chief compliance officer of Tower Equities. At all relevant times, Lehman was a
person associated with both a broker-dealer and an investment adviser.

C. At all relevant times, Tower Venture 97-A, Ltd. (Tower Venture) was an Ohio
limited liability company based in Dayton, Ohio.

D. At all relevant times, Lifetime Assets, LLC (Lifetime) was an Ohio limited
liability company based in Dayton, Ohio. At all relevant times, Lehman was the president and
managing partner of Lifetime.

E. At all relevant times, Baylor/Gavic, LLC (Baylor) was an Ohio limited liability
company based in Dayton, Ohio. At all relevant times, Lehman was the president and managing
maNner of Baylor.

F. At all relevant times, Wellington, LLC (Wellington) was an Ohio limited liability
company based in Dayton, Ohio. At all relevant times, Lehman was the president and managing
partner of Wellington.

The Tower Venture Offering

G. In or about February 1997, Lehman and Tower Equities offered to sell to investors
the securities of Tower Venture, in the form of units, for $25,000 per unit. The offering was on
an all-or-none basis for approximately 420 units for approximately $10.5 million. The closing
date for the offering was on or about March 30, 1998. Tower Equities underwrote the offering.
From in or about February 1997 through in or about October 1997, Lehman and Tower Equities
sold approximately 173 units of Tower Venture to their investment advisory clients.

H. Lehman and Tower Equities, through various means including, but not limited to,
the Private Placement Memorandum for Tower Venture, which they distributed to investors,
made various misrepresentations of material facts and omitted to state material facts to investors
regarchng Tower Venture, including the following:

;
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l. Lehman and Tower Equities misrepresented that, after paying
approximately $500,000 for investment advisory, bank escrow and other fees, the remaining
amount raised from the offering, approximately $10 million, would be used to make a "loan
premium payment" to Credit Austerlitz Finances, Ltd. (Credit Austerlitz), a European entity, as
payment for the receipt of a "self-liquidating" loan in the amount of approximately $30 million.
Due to the "self-liquidating" nature of the loan, Credit Austerlitz would, in essence, pay itself
back and, as a result, Tower Venture would never have to repay the remaining amount,
approximately $20 million dirt it received from Credit Austerlitz. In fact, this "loan" transaction
did not, and could not, exist,

2. Lehman and Tower Equities misrepresented that the $10 million "loan
premium payment" would not be paid until Tower Venture received a valid standby letter of
credit obtained by Credit Austerlitz and issued by one of several major European banks identified
by Lehman and Tower Equities, and confirmed by an American bank. The standby letter of
credit would guarantee the receipt of the $30 million "loan." In fact, none of the European banks
identified by Lehman and Tower Equities would have issued a standby letter of credit for the
Tower Venture "loan" transaction,

3. Lehman and Tower Equities misrepresented that, after the receipt of the
$30 million "loan" proceeds, Tower Venture would repay to each investor a "primary
distribution" consisting of his or her entire investment plus an interest payment equal to an
annual return of approximately 23.5 percent. Since the loan transaction did not exist and
Lehman and Tower Equities had not conducted adequate due diligence, they had no reasonable
basis for this representation,

4. Lehman andTower Equities misrepresented that Tower Venture would
use the remaining portion of the "loan" proceeds to invest in viatical insurance policies for which
investors could expect to cam an additional return of approximately 33 percent after one year.
Since Lehman and Tower Equities, however, had no agreement with any viatical companies to
purchase viatical insurance policies and had not conducted adequate due diligence, they had no
reasonable basis for this representation,

5. Lehman and Tower Equities misrepresented to one investor who was
approximately 70 years old and retired:

a) that Tower Venture was a suitable investment for his individual
retirement account (IRA) when, in fact, it was not suitable in light of the conservative nature of
the investor's IRA account, and

b) that the Tower Venture offering would be successfully completed
within approximately four weeks when, in fact, Lehman and Tower Equities had no reasonable
basis to believe that there would be a sufficient amount of new funds invested to complete the
offering within that period, and

• 6. Lehman and Tower Equities omitted to state that they, among other things:

3
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a) never reviewed any Credit Austerlitz financial statements or other
financial information about Credit Austerlitz,

b) never reviewed any contracts entered into by Credit Austerlitz with
third patties;

c) never conducted any inquiries about Credit Austerlitz, and

d) failed to take any steps to determine if any of the European banks
listed in the Tower Venture offering materials would issue a standby letter of credit.

Offerings in Lifetime, Baylor and Wellington

I . From on or about August 15, 1998 to on or about December 15, 1998, Lehman
and Tower Equities, in three separate private placement offerings, offered and sold units in
Lifetime, Baylor and Wellington to their investment advisory clients. Each of die offerings was
to raise a minimum of approximately $1 million and a maximum of approximately $50 million.

J. When the offerings described in Paragraph II.I above closed, on or about
December 15, 1998, Lifetime had raised approximately $3.3 million, Baylor had raised
approximately $1 .9 million and Wellington had raised approximately $600,000 from
approximately 35 investors for all three offerings, collectively.

9
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K. Lehman and Tower Equities, through various means, including, but not limited to,
the Private Placement Memoranda for Lifetime, Baylor and Wellington, which they distributed
to investors, made misrepresentations of material fact and omitted to state material facts
regarding these offerings. Specifically, Lehman and Tower Equities represented to investors that
they would invest the funds raised from the investors in a "transaction" with a "trading
company" sponsored by a "transaction bank" in Europe. They also told the investors that they
could expect to earn 100 percent on their investment within 25 days, or an annualized rate of
1,440 percent, with minimal risk to their principal. Lehman and Tower Equities, however, had
no basis for these representations. While the fLoods were, in fact, deposited in an escrow account,
Lehman and Tower Equities never had any agreement with any European bank to "sponsor" the
transaction, never had any agreement with any "trading company" and never identified any
"transaction." Moreover, neither Lehman nor Tower Equities ever had any agreement with
anyone for any transaction for the funds raised in the Lifetime, Baylor and Wellington offerings.

L . From in or about February 1997 to in or about December 1998, Lehman and
Tower Equities willfully violated and committed or caused violations of Section l7(a) of the
Securities Act in that they, by the use of the means or instruments of transportation or '
communication in interstate commerce or by the use of the mails, directly or indirectly, in the
offer or sale of securities described in Paragraphs Il.G and II.I above, employed devices, schemes
or artifices to defraud, obtained money or property by means of untrue statements of material fact
or omissions to state material facts necessary in order to make the statements made, in the light
of the circumstances under which they were made, not misleading, or engaged in transactions,
practices or courses of business/which operated or would operate as a fraud or deceit upon
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purchasers or prospective purchasers of such securities. As a part of this conduct, they made
misrepresentations or omissions of material facts to investors, as described in Paragraphs II.H
and II.K above.

M. From in or about February 1997 to in or about December 1998, Lehman and
Tower Equities willfully violated and committed or caused violations of Section l0(b) of the
Exchange Act and Rule lob-5 thereunder in that they, in connection with the purchase or sale of
securities described in Paragraphs lI.G and II.I above, directly or indirectly, by the use of the
means or instrumentalities of interstate commerce, or of the mails, employed devices, schemes or
artifices to defraud, made untrue statements of material fact or omitted to state material facts
necessary in order to make the statements made, in the light of the circumstances under which
they were made, not misleading, or engaged in acts, practices, or courses of business which
operated or would operate as a fraud or deceit upon the purchasers of the securities. As a part of
this conduct, they made misrepresentations or omissions of material facts to investors, as
described in Paragraphs II.H and HK above.

N. From in or about February 1997 to in or about December 1998, Tower Equities
willfully violated and committed or caused violations of Section l5(c)(l) of the Exchange Act
and Rule l5cl-2 thereunder in that it, while acting as a broker-dealer, by the use of the mails or
of the means or instrumentalities of interstate commerce, effected transactions in, or induced or
attempted to induce the purchase or sale of the securities described in Paragraphs ll .G arid Il.I
above, by means of manipulative, deceptive or other fraudulent devices or contrivances,
including acts, practices or courses of business which operated or would operate as a fraud or
deceit or made untrue statements of maters al fact or omitted to state material facts necessary in
order to make the statements made, in the light of the circumstances under which they were
made, not misleading, which statements or omissions were made with knowledge or reasonable
grounds to believe they were untrue or misleading. As a part of this conduct, it made
misrepresentations or omissions of material facts to investors, as described in Paragraphs II.H
and II.K above.

O. From in or about February 1997 to in or about December 1998, Tower Equities
willfully violated and committed or caused violations of Sections 206(l) and 206(2) of the
Advisers Act in that it, while acting as an investment adviser, directly or indirectly, by the use of
the means or instrumentalities of interstate commerce, or of the mails, employed devices,
schemes or artifices to defraud clients or prospective clients or engaged in transactions, practices,
or courses of business which operated as a fraud or deceit upon clients or prospective clients. As
a part of this conduct, it made misrepresentations or omissions of material facts to investors, as
described in Paragraphs lI.H and II.K above.

P. From in or about February 1997 to in or about December 1998, Lehman willfully
aided and abetted and caused Tower Equities' violations of Sections 206(1) and 206(2) of the
Advisers Act as described in Paragraph II.O above, in that he, as principal of Tower Equities,
was aware that his role was part of an overall activity that is improper and knowingly and
substantially assisted Tower Equities in its violations.

,fI
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Q. Respondent Tower Equities has submitted a sworn financial statement and other
evidence and has asserted its financial inability to pay a civil penalty. The Commission has
reviewed the sworn financial statement and other evidence provided by Tower Equities and has
determined that Tower Equities does not have the financial ability to pay a civil penalty.

•

•
111.

In view of the foregoing, it is in the public interest to impose the sanctions specified in
the Offers.

Accordingly, IT Is ORDERED THAT:

A. Lehman, pursuant to Sections l5(b) and l9(h) of the Exchange Act, Sections
203(e) and 203(D of the Advisers Act and Section 9(b) of the Investment Company Act, be
suspended from association with any broker, dealer, investment adviser or investment company
for a period of nine (9) months, effective on the second Monday following entry of this Order.
Within thirty (30) days after the end of the suspension period, Lehman shall provide an affidavit,
stating that he has complied with this sanction, via certified mail to Mary E. Keefe, Regional
Director, Securities and Exchange Commission, Midwest Regional Office, 500 West Madison
Street, Suite 1400, Chicago, Illinois 60661,

4
•

B, Lehman, pursuant to Section 8A of the Securities Act, Section 21C of the
Exchange Act and Section 203(k) of the Advisers Act, cease and desist from committing or
causing any violation and any future violations of Section 17(a) of the Securities Act, Section
10(b) of the Exchange Act and Rule 10b-5 thereunder and Sections 206(1) and 206(2) of the
Adviser's Act,

C. Lehman, pursuant to Section 21B of the Exchange Act, Section 203(i) of the
Advisers Act and Section 9(d) of the InvestMent Company Act, pay a civil penalty of $10,000
within sixty (60) days of entry of the Order. Such payment to be: (a) made by United States
postal money order, certified check, bank cashier's check or bank money order, (b) made payable
to the Securities and Exchange Commission, (c) hand-delivered or mailed to the Comptroller,
Securities and Exchange Commission, Operations Center, 6432 General Green Way, Stop 0-3,
Alexandria, VA 22312, and (d) submitted under cover letter that identifies Philip A. Lehman as
a Respondent in this matter, the case number of this matter, a copy of which cover letter and
money order or check shall be sent to Jerrold H. Kohn, Senior Attorney, Securities and Exchange
Commission, 500 West Madison Street, Chicago, IL 60661, `

D. Tower Equities, pursuant to Section PA of the Securities Act, Section 21C of the
Exchange Act and Section 203(k) of die Advisers Act, cease and desist from committing or
causing any violation and any future violations of Section 17/a) of the Securities Act, Sections
10(b) and 15(c)(1) of the Exchange Act and Rules 10b-5 and 15c1-2 thereunder and Sections
206(1) and 206(2) of the Advisers Act;

E. Tower Equities is hereby censured,

6
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F. The Division of Enforcement may, at any time following the entry of this Order,
petition the Commission to: (1) reopen this matter to consider whether Tower Equities provided
accurate and complete financial information at the time such representations were made, (2)
determine the amount of the civil penalty to be imposed, and (3) seek any additional remedies that
the Commission would be authorized to impose in this proceeding if Tower Equities' offer of
settlement had not been accepted. No other issues shall be considered in connection with this
petition other than whether die financial information provided by Tower Equities was fraudulent,
misleading, inaccurate or incomplete in any material respect, the amount of civil penalty to be
imposed and whether any additional remedies should be imposed. Tower Equities may not, by way
of defense to any such petition, contest the findings in this Order or the Commission's authority to
impose any additional remedies that were available in the original proceeding.

By the Commission.

/
nathan G Katz

Secretary/~
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SERVICE LIST

Rule 141 ofdae Commission's Rules of Practice provides that the Secretary, or another duly
authorized officer of the Commission, shall serve a copy of the Order Making Findings, Ordering
Respondents to Cease and Desist and Imposing Remedial Sanctions on each person named as a
party in the order or their legal agent.

The attached Order Instituting Public Proceedings, Malting Findings and Imposing
Remedial Sanctions has been sent to the following parties and other persons entitled to notice:

The Honorable Lillian A. McEwen
Securities and Exchange Commission
Room 1 l 500
450 5th Street, N.W.
Washington, D.C. 20549-1106

Steven A. Yadegari, Esq.
Securities and Exchange Commission
Room 8123
450 5th Street, N.W.
Washington, D.C. 20549-0809

Jerrold H. Kohn
Senior Attorney
Securities and Exchange Commission
Midwest Regional Office
500 West Madison Street
Suite 1400
Chicago, IL 60661

Barbara A. Mallon, Esq.
Mallon & Johnson, P.C.
19 South LaSalle Street
Suite 1202
Chicago, IL 60603

Philip A. Lehman
c/0 Tower Equities, Inc.
8141 North Main Street
Dayton, OH 45415

Tower Equities, Inc.
c/o Philip A. Lehman, Chairman
8141 NoI'th Main Street
Dayton, OH 45415• I'
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WILLIAM A. MUNDELL
CHAIRMAN

BRIAN c. MCNEIL
EXECUTIVE SECRETARY

JIM IRVIN
COMMISSIONER

MARK SENDROW
DIRECTOR

MARC SPITZER
COMMISSIONER

ARIZONA CORPORATION COMMISSION

SECURITIES DIVISION
1300 West Washington, Third Floor

Phoenix, AZ 85007-2996
TELEPHONE: (602) 542-4242

FAX' (son) 594-7470
E-MAIL. ac4:sec @ccsd.cc.sta!e.az.us

May21,2001

BY FAX AND FIRST CLASS
(312-346-8896)

Barbara Mallon, Esq.
Mallon & Johnson
19 S. LaSalle Street, Suite 1202
Chicago, Illinois 60603

RE: Matter of Tower Equities, Inc., et al., Docket #S-03439A-00

Dear Barbara:

Respondents have failed to respond to Request #12 of the Division's request for information
dated February 9, 2001. Paragraph 11 of the Merrick affidavit dated May 15, 2001, is not
responsive to the request. 1 have enclosed for your reference a copy of Arizona Administrative
Code Rule 14-4-132, which requires a registered broker-dealer to maintain and preserve records
in compliance with referenced SEC rules and interpretive releases. (This rule should have been
available to you through our internet website, as I discussed with you in January.) The periodic
account statements and account files the Division has requested of Respondent in the Division's
Request #12, are records that Tower Equities is required to maintain and preserve. Although
these responsibilities may be contractually allocated to a clearing broker, Tower Equities retains
ultimate responsibility for such records and should have ready access to them. If it does not,
Tower Equities would be unable to respond to regulatory inquiries, to carry out supervisory
responsibilities (for example, suitability determinations), or to address customer service issues.
Because these records are available to the firm, it is Tower Equities and not any clearing firm,
which must supply the records in response to the Division's request. These documents are
months overdue and should be supplied immediately. (Electronic media are acceptable so long
as the records can be printed here.)

In addition, please produce the following immediately: (1) A copy of each clearing
agreement that has been in effect in Tower Equities's business during the period that the firm has
been a registered broker-dealer in Arizona, (2) A copy of Tower Equities's manual of
supervisory and compliance policies and procedures, for the period that the firm has been a
registered broker-dealer in Arizona.

EXHIBIT

1200 WEST WASHINGTON, PHOENIX, ARIZONA 85007 /400 WEST CONGRESS STREET, TUC

www.ce.state.az.us
Mallon LT 5-21-01 local counsel and discovery incomplete
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Barbara Mallon, Esq.
Page 2 of 2

Further, Tower Equities has failed to respond to the request stated in my letter dated May 11,
2001 , concerning a swam statement by a person with knowledge, detailing the post-secondary
education and work experience, and any professional licenses held by, Sara renwick, and
whether Sara Merrick is the mother of Greg Merrick.

Finally, I need to reiterate what I explained to you in January concerning practice before the
Arizona Corporation Commission. In particular, attorneys who are not members of the Arizona
Bar may not appear on behalf of respondents in administrative hearings before the Commission.
The usual practice is to associate with local counsel and file a motion to appear pro hoc vice.

Very truly yours,
r

Amy J. lesson

Enclosure
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1. There have been established and maintained written
procedures, and a system for applying such procedures, which would
reasonably be expected to prevent and detect, insofar as practicable,
any such violation by such salesman of the Arizona Securities Act. or
of any rule or regulation adopted thereunder, and

2. Such dealer has reasonably discharged the duties and
obligations incumbent upon it by reason of such procedures and
system without reasonable cause to believe that such procedures and
system were not being complied with.
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Adopted effective November 4, 1992 (Supp. 92-4).
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A. Unless otherwise provided by order of the Commission, each
registered dealer shall make, maintain and preserve books and
records in compliance with U.S. Securities and Exchange
Commission rules 17a-3 (17 CFR 240.17a-3 (1991)), 17-a4 (17 CFR
240.173-4 (1991)), 15c2-6 (17 CFR 240.15C2-6 (1991)), and 1502-11
(17 CFR 240.15C2-11 (1991) as amended in Release No. 34~29094,
56 Fed. Reg. 19148 (1991)) which are incorporated herein by
reference and on file with the Office of the Secretary of State.
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B. To the extent that the U.S. Securities and Exchange
Commission promulgates changes to the above-referenced rules,
dealers in compliance with such rules as amended shall not be
subject to enforcement action by the Commission for violation of this
rule to the event that the violation results solely from the dealers
compliance with the amended rule.
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Adopted effective November 4, 1992 (Supp. 92~4).
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For purposes of the definition of "salesman" contained in A.R.S.
§44-1801 , the following definitions shall apply:
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ATTQRNEY5 AT LAW

19 souTH LASALLE STREET 1 5UITE 1202
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Amy LEESQI1
Arizona Corporations Commission
1200 w. WaMington St.
Phoenix, AZ 85007

January 31, 2001

Re: Philip A. LehmaWTower Equities, Inc.
Docket No. S-0349A-00-0000.

Dear Amy:

Per our conversation, I am writing This letter to persuade the Arizona Corporations
Commission to withdraw its charges against the firm of Tower Equities, Inc., a registered broker-
dealer. As discussed, the reasons are as follows: . .

1 Philip Lehman is no longer associated in any manner with Tower Equities, Inc. As of
October 2000, he gave up any ownership interest in Tower as well as the positions of
director and Chairman,

2. Tower's involvement with the activities of Tower Venture 97-A is only through
Philip Lehman who is no longer affiliated with the firm;

3 . Tower is a tally operating, viable broker-dealer that employs 146 registered
-representatives nationwide. Its national client base is 7409. In Arizona, it has 6
licensed representatives and has 11 Arizona residents as clients, Therefore, any
remedial action on the part of the Arizona Corporations Commission would severely
impact those clients' ability to be serviced and for the uninvolved representatives to
likewise not be able to service them. Both the clients and representatives would
suffer loom such an action.

4. The Arizona Revised Statutes (A.R.S. §44-1961 do not specifically provide for
action based upon a cease and desist order. Therefore, there may be no procedural
basis for the Commission to bring the action against Tower and Philip Lehman,

5. The SEC action, upon which the Arizona action is based, did not require thefinn to
curtail its operations in any manner. Therefore, an action tor a revocation otITower's
license is a vast and inequitable departure from the SEC action; and

EXHIBIT
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6. Philip Lehman is willing to give up his license in Arizona (through voluntary means)
in order to resolve the entire matter with the Commission.

We respectfully request that you and the hearing officer consider the above in order to
come to a resolution in the above-referenced matter. We would like to request that the order
against Tower Equities, Inc. be withdrawn or dismissed and an order against Philip Lehman only
be entered. We can discuss the contents of the settlement order against Philip Lehman at your
earliest convenience. .

ll' you have any questions, please call me at (312)346-8890.

BAm.j.b[
line/

Very truly yours,

m@%
1"1'

Barbara A. Mallon



WILLIAM A. MUNDELL
CHAIRMAN

BRIAN C: McNEIL
EXECUTIVE SECRETARY

JIM IRVlN
COMMISSIONER

MARK SENDROW
DIRECTOR

MARC SPITZER
COMMISSIONER

ARIZONA CORPORATION COMMISSION

SECURITIES DIVISION
1300 West Washington, Third Floor

Phoenix, Az 85007-2996
TELEPHONE: (602)542~4242

FAX: (602) 594-7470
E-MAIL: accsec@ccsd.cc.state.az.us

February 9, 2001

I

BY FAX AND FIRST CLASS
(312-346-8896)

Barbara Mallon, Esq.
Mallon & Johnson
19 S. LaSalle Street
Chicago, Illinois 60603

RE: Matter of Tower Equities, Inc., et al., Docket #S-03439A-00

Dear Barbara:

Having reviewed your letter of January 31, 2001, the Securities Division is not persuaded
that its action against Tower Equities, Inc., should be discontinued.

The six Tower Equities-associated salesmen who are registered in Arizona are all
residents of other states, and they have 1 l Arizona accounts among them. These six salesmen
include Heath A. Lehman, Philip A. Lehman's son, and Kenneth R. Wiseman, who was
described as a "sponsor" (together with Philip A. Lehman) in the private placement
memorandum for Tower Venture 97-A, Ltd., in 1997. Both of these salesmen are also currently
directors, officers and shareholders of Tower Equities, Inc., according to CRD filings by the
company.

Based upon the foregoing it appears, at a minimum, that your assertion #2 ("Tower's
involvement with the activities of Tower Venture 97-A is only through Philip Lehman who is no
longer affiliated with the firm") is not correct. Tower Equities, Inc., was also "involved" with
Tower Venture 97-A through Wiseman, and possibly others. In addition, there are three other
issues as to which the SEC found Tower Equities, Inc. had committed violations of the' securities
laws. Arid it appears that Philip Lehman may well be still in control of, or able to substantially
influence the policies of, the firm.

I:
EXHIBIT
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Barbara Mallon, Esq.
Page 2 off

I have enclosed a two-page information request. The Division requests both respondents
to provide the information and documents specified, which are to be delivered to my attention at
the Division not later than February 26, 2001 .

Very truly yours,

Amy J. Le son
Supervis g Enforcement Attorney4"
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Information request - Enclosure to Barbara Mallon, Esq., 2-9-01

For purposes of this information request, the term "the four issues"means the four issues
that are named in paragraph 6 of the Notice of Opportunity for Hearing dated December
20, 2000, in this case, including Tower Venture 97-A, Ltd., Lifetime Assets, LLC,
Baylor/Gavic, LLC, and Wellington, LLC, or any of them. Please provide the
information requested in the form of a notarized, sworn statement of a person who has
personal knowledge of the matters stated, unless a particular request specifies that
documents should be provided:

1. Documents sufficient to show to whom offers or solicitations regarding any of the
four issues were made, including each person's current address and telephone number,
and address and telephone number at the time of the offer or solicitation.

2. Documents sufficient to identify (including name, address and telephone number,
and contact person for any entity other than a natural person) all investors who provided
funds for investment in any of the four issues, and the amount(s) and date(s) each
investor supplied such funds.

3. Provide copies of all private placement memoranda and any other documents used
in selling efforts of any of the four issues, and all due diligence files compiled by Tower
Equities, Inc., or any person associated with that firm, in connection with the decision to
approve any of the four issues for sale by Tower Equities, Inc., representatives.

4. Describe in detail the business and personal relationships between Heath Lehman
(CRD #2395182) and Philip A. Lehman

5. Describe in detail the business and personal relationships between Kenneth
Robert Wiseman (CRD #1345001) and Philip A. Lehman

6. Describe in detail the percent beneficial ownership interest, and management
responsibilities, of Heath Lehman with respect to Tower Equities, Inc.

7. Describe in detail the percent ownership interest, and management
responsibilities, of Kenneth Robert Wiseman with respect to Tower Equities, Inc.

8. Describe in detail the business and personal relationships between Philip A.
Lehman and the following:

Kenneth Wayne Albert
Darla Faye Burris
Marjorie Lynn Larson
Dean Elmo Minds

CRD #2545456
CRD # 3169030
CRD #852433
CRD #1197212

9. Identify (including name, address, telephone number, and CRD number) each
other person who was associated with Tower Equities, Inc., Tower Investment Services,
or S&P Business Trust as of February 5, 2001 in any capacity, including without



limitation equity ownership, director, officer, employee, consultant, registered
representative or principal, who are also related to Philip A. Lehman by blood, adoption
or marriage (including stepparents and stepchildren). Specify the relationship(s)of each
such person to the named business entities and to Philip A. Lehman.

10. Identify (including name, address, telephone number, and a contact person for any
entity other than a natural person) all beneficial equity owners of Tower Equities, Inc.,
Tower Investment Services, S&P Business Trust, and any other entity that owns an
interest in Tower Equities, Inc. Describe in detail the percent ownership interest of each
equity owner in each such entity. Describe in detail any voting trusts or other voting
arrangements regarding the equity interests in such entities, and provide copies of the
same.

11. Documents sufficient to substantiate the tiny's statement on CRD that all investor
funds raised in connection with each of the four issues were returned to the investors, or
documents sufficient to show the disposition of investors' funds if in fact all such funds
were not returned to investors.

12. Provide account documents for all Arizona customer accounts as to which Tower
Equities, Inc., currently serves as broker-dealer. Provide copies of periodic account
statements for such accounts for the period January 1, 1997 through the present.

13. Provide current financial statements for Tower Equities, Inc., Tower Investment
Services, and S&P Business Trust, and provide copies of all financial information that
was supplied to the Securities and Exchange Commission in connection with its .
determination in September 2000, in SEC Administrative Proceeding No. 3-10024, that
Tower Equities, Inc. was unable to pay a financial penalty.

14. Describe in detail the arrangements between Tower Equities, Inc., and the
owner(s) of the building in which Tower Equities, Inc. has its offices. Identify the natural
persons(s) who benefit from such arrangements.



MALLON 8: JoHnson, P.C.

ATTORNEYS AT LAW

19 SOUTH LASALLE STREET SUITE 1202

CHICAGO, ILLINOIS 606o3

312-346-B890 • FAX: 31 2-346.8896

m-i@mallonandjohnson.com

www.maIlonandjohnson.com

By Federal Express March 6, 2001

Amy Lesson
Arizona Corporations Commission
1200 W. Washington st.
Phoenix, AZ 85007

Re: Tower Equities, Inc.
Dear Amy:

The following is a response to your request forinformation:

1. See Exhibit 1.
2. See Exhibit 1.
3. See Exhibits 2, 3, and 4,
4. Heath Lehman is Phil Lehman's son.
5. Kenneth Wiseman is the chief financial officer of Tower Equities,Inc., the brokerage

firm, formerly owned by Philo Lehman,
6. Information to be forwarded within one week,
7. Information to be forwarded within one week,
8. The listed individuals are registered representatives of Tower Equities, Inc.,
9. A list of registered representatives, along with the ownership interests in Tower will

be forwarded within one week,
10. See above.
l 1. See Exhibit 5,
12. Information to be provided within one week,
13. Information to be provided within one week,
14. Information to be provided within one week,

If you have any questions, please call me at (312) 346-8890.

BAM:bt
Enc/

Very truly yours,

/

Barbara A. Mallon

44 L'I

ACC00001
S-3439A



MALLON 8< JoHnson, P.C.

ATTORNEYS AT LAW

19 SOUTH LASALLE STREET u SUlTE 1202

CHICAGO, ILLINOIS 60603

312-346-8890 • FAX: 312-346-8896

m-j@mallonandjohnson,com

www.mallonandjohnson.com

By Facsimile and Federal Express March 27, 2001

Amy Lesson
Arizona Corporations Commission
1200 W. Washington St.
Phoenix, AZ 85007

Re: Tower Equities, Inc.
Dear Amy:

The following complete our response to your request for information. I have used the
numbering in your letter to respond:

8. Heath Lehman owns 16.6% of Tower Investment Services, Inc., the owner of Tower
Equities, Inc. His current management responsibilities are limited to the supervision
of Florida representatives. As of April l, 2001, he is divesting himself of any
ownership interest in Tower, and will no longer work for the Company.

9. Ken Wiseman owns 16.6% of Tower Investment Services. His management
responsibilities are that of a Chief Financial officer, namely, supervision of the
accounting department, preparation of net capital computations and other financial
matters.

1 l. Persons associated with the named entities who are also related to Phil Lehman and
their relationships are as follows:

1. Sarah Merrick, owner of S& P Business Trust which owns 50% of Tower
Investment Services, Inc. which in tum ohms Tower Equities. She is the Mfe of
Phil Lehman;

2. Greg Merrick, owner of 16.6% of Tower Investment, he is the stepson of Phil
Lehman,

3. Heath Lehman, owner of 16.6 % of Tower Investment, he is the blood son of Phil
Lehman,

ll
EXHIBIT

3- 19 ACC00253
S-3439A



10. Please see items 6-9 above. They may all be reached at Tower Equities, Inc. at
(937) 890-1988.

13. Please sh the attached audit report for year end of 2000. Tower Investment and
S & P Business Trust are holding companies only and have no financial statements. In addition,
please find copies of the 1999 annual audited report, certain month's net capital computations
and other infonnation supplied to the SEC in April 2000.

I trust that this satisfies your information request. I am overnighting to you the
financial documents because they are quite lengthy and didn't want to them garbled in the fax
machine. I would like to call you by the end of this week and propose a settlement offer for the
firm and Mr. Lehman. In the meantime, if you have any questions, please call me at (312) 346-
8890.

BAM1 bf
Enc/

Barbara A. Mallon

Very truly your

2
ACC00254

S-3439A
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WILLIAM A. MUNDELL
CHAIRMAN

BRIAr c. MCNEIL
EXECUT'IVE SECRETARY

JIM IRVIN
COMMISSIONER

MARK SENDROW
DIRECTOR

MARC SPITZER
COMMISSIONER

ARIZONA CORPORATION COMMISSION

SECURITIES DIVISIOn
1300 West Washington, Third Floor

Phoenix, AZ 85007-2996
TELEPHONE: (802) 542-4242

FAX: (602)594-7470
E-MAIL: accsec@ccsd.cc.state.az.us

May 11,2001

1

BY FAX AND FIRST CLASS
(312-346-8896)

Barbara Mallon, Esq.
Mallon & Johnson
19 S. LaSalle Street, Suite 1202
Chicago, Illinois 60603

RE: Matter of Tower Equities, Inc., et al., Docket #S-03439A-00

Dear Barbara:

e
Respondents have failed to respond in the following respects to the Division's request for

information dated February 9, 2001 :

9 The request specified that the information sought by requests 4 through 10 was to be
supplied "in the form of a notarized, sworn statement of a person who has personal
knowledge of the matters stated," but respondents have provided no such swam
statement.

• The information provided in response to requests 1 and 2 is incomplete.

• The offering memorandum for Lifetime Assets, LLC, has not been provided in response
to request 3.

I

• Requests 12 and 14 were not answered at all.

• In addition, the information provided with your letter datedMarch27, 2001 was more
than a month overdue.

The Division hereby requests that Respondents supply the following additional information,
in the form of a notarized, sworn statement of a person who has personal knowledge of the
matters stated: Describe in detail the post-secondary education and work experience, and
identify all professional licenses held by, Sarah Merrick, and state whether Sarah Merrick is the

0
1200 WEST WASHINGTON, PHOENIX, ARIZONA 85007 I 400 WEST CONGRESS STREET, TUCSON, ARIZONA 8

www,cc.state.az.us
EXHIBIT

Mallon ST 5-I0-0l discovery incomplete



Barbara Mallon, Esq.
Page 2 off

,--...

mother of Greg Merrick. This information is to be delivered to my attention at the Division
within one week of the date of this request.

• I would appreciate being informed of the name, address and telephone number of the local
counsel Respondents intend to use for the hearing. Generally we enter into agreements with
respondents to exchange witness lists and copies of proposed exhibits, one week in advance of
the hearing. Let me know whether you wish to discuss the possibility of such an agreement.

r

We have not yet received the settlement proposal on behalf of Respondents that you said in
you March 27 letter you intended to make. I will be away from the office May ll and May 14,
returning on Tuesday the 15th. Call me then if you wish to discuss this matter, but be advised
that we are not inclined to further extend the hearing date for such purpose.

Very tally yours,

Amy J. Lesson

6

r

0



AMOUNTPHONEADDRESSQUENTNAME
_ -4--_

$ 125,000.00L. Palumbo, GM - Lenjen Trust

$ 50,000.00Louis J. Aguglia

s 75,000.00Robert H. Matheis

S 50,000.00Naomi Mathews

5 50,000.00David M. Siwicki

s 100,000.00Robert L. Donohue

5 150,000.00AI Sinal, GM - Scaramouch Trust

5 500,000.00Alfonse Muto, GM - Rosal Trust

5 25,000.00

s 100,000.00

$ 25,000.00

James B. McConville
Doris L. McConville
David H. Kindred, Director
Yaweh Asset Management Co.
William n. Anderson

$ 25,000.00

$ 50,000.00

$

Malcolm B. Rutledge
The Rutledge Family Trust
Gary E. Wilcox
Debra L. Wilcox
Steven J. Welbourn 50,000.00

Barbara A. Keable $ 100,000.00

$ 25,000.00Patrick A. Calendo, Sr.

Ronald J. Keable $ 100,000.00

s 50,000.00

$ 25,000.00

Kenneth D. Sauerberg
Marilyn s. Sauerberg
Anthony p. Domino

$ 25,000.00

$ 75,000.00

$

Robert p. Harper
Christie A. Harper
Dr. P.K. parikh
Trustee of Money Purchase Plan
Andrew R. Wenk 25,000.00

.__ |

~»'

TOWER VENTURE 97-A

\

EXHlBlT

ACC00002

EXHIBIT

S-3439A
A
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PRIVATE PLACEMENT MEMORANDUM
FOR ACCREDITED INVESTORS
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Tower Venture 97- A, LTD, An Ohio Limited Liability Company
OHIering Consisting of

Ownership Interest In and Obligations From Tower Venture 97-A, LTD

("Company")
$10,500,000

Offered From February 20, 1997 through May 01, 1997

Maybe extended to December 01, 1998. See Period of OHIering)

Sponsor: Tower Venture, a Business Trust.

1°

f  6 %
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d
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Price tO
Investor(1)

Selling
Commission(2)

Net Proceeds
For Investing(3)

Minimum Per Investor
Maximum for Offering

s 25,000
s 10,500,000

None
None

s 25,000
s 10,500,000

(1) A minimum of four (4) $25,000 Units per Investor. The Sponsor may allow, in his sole
discretion, an Investor to acquire fewer than four (4) Units amounting to a minimum of
$100,000 For each Unit purchased, The Company will issue to the Investor one Share
Certificate

(2) Each Investor may be represented during the term of this investment by an Investment
Advisor. (See Suitability and Advisors and Use of Procwds)

(3) This offering is an all or nothing offering for $10,500,000 (See The O&lering).

THIS OFFERING 1s AVAILABLE ONLY TO 'ACCREDITED INVESTORS." THE 1nvEsToR MUST BE AN
"ACCREDI'IED INVESTOR" WITHIN THE MEANING OF REGULATION D PROMULGATED UNDER THE
U.S. securities ACT OF 1933, AS AMENDE11 AND ms INVESTOR SHOULD CONSULT IT'S OWN LEGAL
COUNSEL, ACCOUNTANT AND/OR OTHER PROFESSIONAL ADVISORS AS TO LEGAL, TAX AND oncER
RELATED MATTERS CONCERNING THIS OFFERING. (See Suitability and Advise

THE VAL1D1TY, COLLECTABILITY AND PROCESSING OF THE IRREVOCABLE STANDBY LETTER OF
CREDIT Is ma MOST SIGNIFICANT RISK ASSOCIATED WITH THIS INVESTMENT. (See Risk Factors
Unique to this Investment and Suitability ad Advisors.)

THIS OFFERING HAS NOT BEEN APPROVED OR DISAPPROVED BY THE sEcUR Es AND EXCHANGE
COMMISSION OF THE UNITED STATES NOR BY ANY STATE SECURITIES AGENCY. NEHHHR .THE
SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES AGENCY HAS PASSED UPON
THE ACCURACY, ADEQUACY OR co1v1pLETEnEss OF THIS OFFERING, THE LOAN AGREEMENT OR SAID
NOTE. ANY REPRESENTATION TO THE CONTRARY Is A CRIMINAL OFFENSE.

THEPURCHASE OF THIS INVESTMENTSHALLNOTBE THERESULT OF ANY OFFER OR SOLICITATION OF
AN EXEMPT SECURITY, OR EXEMPT TRANSACTION IN ANY JURISDICTTON IN WHICH SUCH AN OFFER
OR SOLICITATION WOULD BE UNLAWFUL. NO PERSON OHIER THAN HIE SPONSORS HAVE
BEEN AUTHORIZED TO GIVE ANY INFORMATION (OTHER THAN 'IT-IAT CONTAINED IN OTHER
DOCUMNETS REFERRED To HEREIN) OR TO MAKE ANY R~EPRESEN'1'A'1'I0NS CONCERNING THIS
OFFERING OTHER THAN THOSE CONTAINED HEREIN, AND IF GIVEN OR MADE,
INFORMATION OR REPRESENTATION MUST NOT BE RELIED UPON.

1l9~4\u1wl I
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THE OFFERING
The proceeds received &om the Investors of this o&lering will be used to time the

Company.

he general, the Erst transaction of the Company will be to enter into a $30,000,000 secured
long-term loan transaction in joint venture with Karlinmar Corporation. This loan transaction
requires a loan repayment premium to be paid by the Company in the amount of $10,000,000 This
uranium will be paid only after an adequate Standby Letter of Credit is accepted. The Standby Letter
of Credit is to assure receipt of the loan proceeds to be received in three installments during the year
subsequaxt to the uranium payment. The share of net loan proceeds after loan premium but before
loan costs to the Company amounts to $20,000,000. The amount of $13,500,000 will first be
invested in short-term investments to be liquidated and distmbted to the Investors during the year
(Primary Distribution). The balance estimated at $6,350,000 after the Company share of loan costs,
will 61nd the Venture Capital Account. The followingparagraphpresents this same information in
more d¢tall.

More specifically, the Hrst transaction of the Company will be to enter into a $30,000,000
scarred long-term loan transaction ("Loan Transaction") as a co-venturer in a joint venture with the
Karlinmam Corporation representing a number of entities in two groups: the Karlinmar Group and
the Venture Group. The joint venture will be named and designated The Tower Joint Venire I
("Joint Venture"). The loan Transaction requires a $10,000,000 loan repayment premium paid on
behalf of the Joint Venture by the Company (as the tiding member of the Joint Venture) prior to
receiving the loan proceeds. The loan proceeds, secured by a standby letter of credit, are to be
provided subsequently during the year and will be distributed to the coventurers as agreed in the Joint
Venture Agreement and pursuant to escrow instructions. A portion of the net loan proceeds in the
amount of $13,500,000 will be paid to the Company and used to acquire short term investments
which are eoqaected to be liquidated during the year and distributed to Investors. The Company will
receive an additional portion of the net loan proceeds in the approximate sum of $6,350,000 (subject
to a cost/fees variable) for the Venture Capital Account. (See Secured Long-Term Loan, Venture
Capital Account and Use of Proceeds). These additonad net loan proceeds will be invested through
The Venture Capital Account, which will involve the purchase of viatical insurance contracts.

111 the event that an SLC is not received or can not be authenticated properly, all funds will
be returned to investors plus interest earned. Tower Venture 97-A will not pay any fees to advisor
or managing member until SLC is received and authenticated. (See Risk Factors unique to this
investment)

PERIOD OF OFFERING
The period of this Offering is from February 20, 1997 until May01, 1997. The Period of this

OHIering may be extended to December 01, 1998 at the sole discretion of the Sponsor. -

Q

S U M M A R Y  O F  S E C U R E D  L O N G - T E R M  L O A N  T R A N S A C T IO N
The proposed Loan Transaction is described in detail in Exhibit A hereto entitled "Overview

of Seaired Long-Tenn Loan Transaction" Reduced to its essentials, the Loan Transaction consists
of four (4) primary events:

(a) deposit of the loan payment premium ("loan premium") in escrow,
(b) receipt and approval of the conformed standby letter of credit securing receipt of loan

proceeds,
payment of the loan repayment premium ("loan premium"),
receipt of loan proceeds in three installments as guaranteed by the standby letter of
credit. [Page 2]
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In the proposed Loan Transaction, the borrower is the joint venture formed by Karlinmar
Corporation (proprietary co-venturer) and the Company (funding co-venturer). Karlinmar
Corporation will iiimish the opportunity, proprietary information and documents, and the Company
will supply birds to pay the "loan premium" and close the loan. Receipt of the loan proceeds is
guaranteed by the standby letter of credit ("SLC") which is issued by a major European bank and
confirmed by a major American bank. The major American confirming bank then directs the closing
bank to advise the beneficiary of the SLC (the joint venture) of the existence and authenticity of the
SLC.

Perhaps the most important feature in this Loan Transaction is that the SCL is received ad
approved 'm writing by the joint venture bgltqre the loan premium Binds are disbursed out of escrow
to the lender. The Company, as the managing co-venturer which puts up the loan premium times,
selects the Closing bank (escrow holder). Following such execution of the loan agreement and
escrow instructions, the Company will deposit the amount of the loan premium into the escrow.
Following Binding of the escrow, the SLC is issued at the direction of the European lender by a major
European bank, confirmed by a major American bank, and the American bank then instructs the
closing bank to advise the joint venture regarding the letter of credit. Only after the Company, as
the managing member of the joint venture, has given written notice of its approval and acceptance
of the SLC to the escrowholder (the closing bank), will the loan premium funds on deposit in the
escrow be disbursed to the lender per the escrow instructions.

The loan proceeds will be paid to the joint demure's account 'm the escrow bank in three equal
$10,000,000 installment draws following the e&lective date of the SLC, as follows: 100 days, 190
days, and 280 days. Each of the loan proceeds draws is secured by the SLC, for an aggregate
amount of $30,000,000

The term loan is ten (10) years, with interest payable annually in arrears and principal at term.
However, payment of the loan premium at the outset of the transaction has the e&lect of liquidating
the obligation of the loan repayment over the ten year term of the loan. The loan is liquidated over
the term of the loan and the borrower need make no iiirther payment on the loan alter the payment
of the loan premium at the outset of the transaction. The promissory note for the loan expressly
provides that the note is not assignable and that the obligation is to be offset by lender's obligation
to liquidate the loarL Consideration for the lender's obligation to liquidate the loan includes payment
of the loan premium and participation by associates of lender in projects of the Karlinmar Group
funded by loan proceeds disbursed to the Karlinmar Group.

As indicted in the Overview (Exhibit A hereto), forms for all documents utilized in the
transaction have beat developed by Karlinmar and are available for review by the Company as a co-
venturer. In order to qualify for such a loan, both members of the joint venture (borrower) must
submit proposed projects for use of at least ninety percent (90%) of their respective portion of the
loan proceeds.

Under the joint venture agreement, loan proceeds in an amount equal to the loan premium are
paid to the Company and the balance of the loan proceeds are divided evenly between Karlinmar and
the Company. The SLC costs including cost of SLC confirmation (not to exceed 1% of the total loan
proceeds) are initially borne by the lender as a &ant end cost and are withheld by the lender for
reimbursement Hom the loan proceeds disbursed to the joint venture.

[Page 3] ACC00008
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As described in the Overview, the Company will be the managing malabar of the joint venture.

This assures that the Company, which puts up the loan p urr times, will have the authority to
accept and approve the SLC. Pursuant to the joint venture agreement executed between Karlinmar
and the Company as co-venturers, the loan proceeds, or, in the event of default the SLC payment
proceeds, are distributed to the respective co-venturers through the escrow account maintained for
that purpose at the closing bank.

In summary, the most critical steps of the transaction are the funding of the loan premium in
escrow by the Company on behalf of the joint venture, the notice given by the escrow bank to the
ladder of such tiding, the issuance and receipt of the SLC, and the written notice of acceptance and
approval of the SLC by the Company on behalf of the joint venture to the escrow bank. As a result
of the foregoing procedure, the funds deposited by the co-venturer on behalf of the joint venture
(borrower) in escrow will not be disbursed unless and until such written notice of approval and
acceptance of the SLC is issued by the Company as managing member of the joint venture and is
received by the escrow bank. If such notice is not received within the escrow deposit period, the
funds on deposit in the escrow for payment of the loan premium will be returned to the Company.
Following acceptance and approval of the SLC the loan premium is then paid out of escrow to the
account of the lender. The SLC provides excellent security as an independent undertaldng by both
the issuing bank and the American confirming baNk guarantees that the loan proceeds will be paid.
Payment of loan proceeds are made in three (3) installments during the 280 days following the
effective date of the SLC. (See Exhibit A "Overview of Secured Long-Term Loan Transacctions"
for liirther detail regarding the long-term loan transaction.)

PRIMARY DISTRIBUTION

Each Investor is a Class H Member of Tower Venture 97~A, LTD (The "Company"). As a
Class II Member, each Investor's interest in the Company is represented by Share Certificates issued
to the Investor for capital contribution to the Company made by the Investor. Such capital
contribution is broken down into minimum Units of $25,000 each For each $25,000 Unit purchased,
the Investor receives one Share Certificate. Multiple Units purchased may be represented by a single
Share Certificate.

The Primary Distribution is a distribution of funds made only to the Class II Members of the
Company (Investors) Hom the proceeds of the Short-Term investments of $13,500,000 of loan
proceeds. From the proceeds of the Short-Term investments activities, each Investor receives an
aggregate total of $32,141 for each Unit held by the Investor. Airer deducting investors fees and
costs Eom the amount of said Primary Distribution, the net amount received for each Unit shall be
the sum of $29,891. See Exhibits B-1, B-2, and B-3.

After allocation of loan proceeds is made to short-term investments from each loan
installment, the balance is allocated to the Company's Venture Capital Account. (See "Use of
Proceeds" herein below and Exhibits B-1, B-2, and B-3). Also, note that loan proceeds are also
allocated for disbursement ti'om each installment to the Karlinmar Group (Exhibit F) and to the
Venture Group (Exhibit E) and for the payment of SLC fees.)

[Page 4]
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VENTURE CAPITAL ACCOUNT

The Venture Capital Account will consist of net loan proceeds paid to the Company out of
escrow net loan proceeds minus primary distribution in the sum of $13,500,000 distributed to
investors (see Exhibit B). The Venture Capital Account will invest in the purchase of viaticum
insurance policies ("insurance buyout") under a program approved by the sponger and described
blow. The distribution of birds and seaxrities Dior the Venture Capital Account will be divided and
disbursed 25% to investors and 75% to sponsors. These distributions will be made periodically
based on receipts from insurance policy payouts and resulting availability of funds. All accounting
and tax preparation will be completed by the sponsor. The fees for such services will be 1% of
monies in Venture Capital Account billed annually. (See Exhibit B for fund availability.)

INSUR ANCE RUY OUT

An Insurance Buy Out is the purchase of a life insurance policy from the owner by a third
party. The seller sells and assigns the policy in exchange for an immediate payment of a percentage
of the policy's face value. The beneiicary of the policy is changed and pay out of insurance proceeds
are assigned to buyer or buyers assignee.

Those stricken with life limiting disease often exhaust all of their financial resources. Even
American's finest citizens who have lived successtiil, productive lives can be forced into destitution.
A study of just 2,331 families of seriously ill patients at Eve major U.S. Medical Centers found that
a third had drained all of their savings. Many terminally ill people have no family. A valid insurance
policy could be the only negotiable asset a dying person has left. Insurance Buy Out can help the
dying avoid public assistance programs, get better health care and live out the remainder of their lives
in Hnanciad comfort.

Insurance Buy Out can provide both life and death with dignity. It is a win/win transaction.

OVER WEW

with the recent `mcrease in tenhinal illness, especially certain types of cancer, the idea of
kisurance Buy Out is developing rapidly. In 1995, insurance policies sold totaled more than
$400,000,000. The Insurance Buy Out has nation-wide support &om health organizations and the
gratitude of countless patients who have benefitted &om this cash settlement.

THF, WSW ANCF BUY 0UT PR ocpss

As sponger, Tower Venture has indentiiied a number of life insurance buy-out companies
which meet Tower Venture's strict purchase and escrow requirements. From among these qualified
companies Tower Venture has chosen several Insurance Buy-Out Companies (IBOC). The life
insurance buy-out companies will be contracted to provide the insurance buy out process to our
specifications. Funds from the VentUre Capital Account will be loaned to (invested with) IBOC for
the viatical insurance buyouts by IBOC. Proceeds from the payout of said life insurance policies are
pooled in escrow with other such proceeds received by IBOC to assure the timely receipt of such
proceeds based on the average of the underlying life expectancies of sellers. The Capital Venture
Account is pad out of said IBOC escrow as follows: the principal plus 33% interest at the end of
one (1) year.

wage 5]
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IBOC
and Poor's. To qualify for an insurance buy out, policyholders must be certified by IBOC doctors as
having six months or less to live. Sellers receive their money within 72 hours after the buy out
contract is signed and the transfer of the beneficiary is confirmed. The buy out process is as follows:

buys paid up, group policies from the top 25 U.S. Insurance carriers rated by Standard

\

STEP 1: A physician, hospice, social worker, family member or friend contacts IBOC and a
meeting is arranged Mth the terminally ill person (seller) to discuss his/her situation.
IBOC recommends that the Sella seek representation by legal counsel and advice from
accountants with regard to tax issues. If the person has a paid up, group policy and
wants to sell, IBOC verifies that the policy is valid and in force.

STEP 2: Acer verification, the seller signs a release permitting a physical examination by
a IBOC hematologist and oncologist. In the event that the person is too ill to
undergo such an exam, the IBOC physician will evaluate medical records and
discuss the case history with each of the seller's previous attending physicians. The
BOC physician then submits a prognosis. The seller's life expectancy must be six
months or less to be accepted by IBOC.

STEP 3: An experienced psychiatrist conducts a mental evaluation to determine that the seller
is of sound mind and can enter `mto a legal agreement. If a Ht state of mind is verified,
an agreement is signed in which IBOC will pay a percentage of the face value of the
person's policy in exchange for transfer of the ownership of the policy and change of
the sole beneficiary designation.

STEP 4: An agreement is signed for the sale of the insurance policy to IBOC, 'm which the
seller receives a payment equal to a percentage of the policy's face value and IBOC
is named sole, irrevocable beneficiary. (See E>d1ibit H) The Company is not the
named beneficiary of any single policy purchased, since this could extend the
Company's payoiftime in the event the seller lived longer than expected. [BOC is the
purchaser - owner of the insurance policies and is also the new designated beneficiary.
Both IBOC and the Company are parties to the escrow into which the insurance
proceeds will be paid and disbursed pursuant to a loan agreement and escrow
instruction. The escrow holds the policy as collateral for the benefit of the Company
as the lender to IBOC.

STEP 5: The beneficiary transfer papers are forwarded to the insurance carrier and to the
escrow officer with BOC's instruction and authorization for the insurance carrier to
pay proceeds to the escrow upon the Seller's death. The irrevocable change of
beneficiary cannot be contested alter death by a family member. Unlike a will, life
insurance cannot be challenged since it is deemed a personal commodity and the
person has the right to sell it.

STEP 6: Funds from The Capital Vulture Account loaned to invested with IBOC are deposited
by the Company into a escrow account.

STEP 7:

o
The Final stage of the transaction commences when the seller dies. A certified copy
of the death certificate is forwarded to the insurance carrier. After the insurance
company processes the claim, the beneficiary proceeds check is sent directly to the
escrow account as directed by IBOC and The Company, There is an injunction clause
in the insurance buyout agreement that circumvents litigation and enables a judge to
order the insurance carrier to pay the escrow even in the unlikely event of litigation.

[Page 6]
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STEP 8:

O

The Capital Venture Account of the Company is paid funds from the insurance
proceeds in escrow in accordance with the investment loan agreement between the
Company and IBOC and per the escrow instructions. Each such investment loan
agreement provides for payment out of escrow to the Capital Venture Fund of the
principal plus 33% interest at the end of one (1) year.

SUITABILITY AND ADVISORS

This investment is offered to accredited investors only. In o&ledng this investment, the
Sponsor has the responsibilities of "issuer" of this o&lering, which is exempt pursuant to Regulation
D, Rule 506 of the Securities and Exchange Commission of the United States ("S.E.C.").

The SEC, 'm Rule 501 ofkegulation D, includes the following entities and Persons as accredited
investors:

(1)

(2)
(3)

(4)

(5)

(6)

Any bank, savings and loan association, broker or dealer, insurance company, investment
company, business development company, Small Business Investment Company,
and some employee benefit plans.
Any private business development Company.
Any organization, corporation, business trust or partnership not formed for the specific
purpose of acquiring the securities offered, with total assets in excess of $5 million.
Any director, executive Nicer or general partner of the issuer or of a genes partner of
the issuer.
Any person whose individual net worth, or joint net worth with spouse, at time of
purchase exceeds $1 million.
Any person who had an annual individual income in excess of $200,000 in the past two
years or annual joint income with spouse in excess of $300,000 in those years and has a
reasonable expectation of reaching the same income level in the current year.
Any trust, with total assets in excess of $5 million, not formed for the specific purpose of
acquiring the securities offered, whose purchase is directed by a sophisticated person.
Any entity in which all of the equity owners are accredited investors.

(7)

(8)

THE JOINT VENTURE AGREEMENT CONTEINIPLATES THAT THE INVESTORS WILL
BE KNOWLEDGEABLE AND SOPHISTTCATED IN UTILLZTNG EXPERTS, As APPROPRIATE,
TO EVALUATE THE DOCUMENTS.TTT1S COULD INCLUDE ATTORNEYS AND BANKERS
KNOWLEDGEAELE ABOUT STANDBY LETTERS OF CREDIT AND INVESTMENT ADVISORS
To As SIST TN THE CONTINUING GENERAL VALUATIONS AND PERFORMANCE OF THE
UNDERLYING AGREEMENTS (PARTTCULARLY THE SLC AND TNSURANCE BUY OUTS)
DURING THE TERM OF THE INVESTMENT. THE SPONSOR WILL ALSO RELY ON THE
InvEsTopcs HWESTMENT ADVISORS INDETERMING SUITABILITY OF DWESTORS. ALL
FILES WILL BE AVAILABLE AT:

TOWER GROUP
8141 n. MAIN STREET
DAYTON, OHIO 45415

ACC00012
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RISK FACTORS UNIQUE TO THIS 1NVES1MENT

The Investors are expected to consider, independent &om this o&lering document, all of the
normal risks associated with investing in these types of investments and all of the risks unique to the
viaticals insurance contracts. The SLC information below is unique to the Secured Long-term Loan
Transaction. (See Suitability and Advisors and Availability of Information and Documents).

None of the principals involved with Tower Venture, Tower Venture Group, Tower Equities,
Inc. and Karlinmar Group have experience either with the Seaired Long-term Loan Lender or this
type of onshore transaction. Further, all of these entities have been organized with no capital and the
principals are not personally liable for any losses. Accordingly, Investors will be expected to be
responsilbe for all losses, if any, resulting from this 'investment.

The Loan Agreement provides for the issuance of a SLC assuring payment of the loan
proceeds. In light of the guarantee provided by the SLC, the lender plans to disclose only limited
information about itself (see The Overing). This is in accordance with the mercantile custom of foreign
entities relying on their banking relation to expedite transactions rather than on time-consuming
disclosures arid investigation to determine economic strength and credit worthiness. Therefore, the
Company and Investors must rely solely on the SLC for assurance of payment of the loan.
Accordingly, the risk factors unique to this investment relate to the SLC as follows:

1. Validity of The SLC:

When entering into this investment, the most important factor is
whether the SLC issued is draf ted adequately to achieve its object ive
as contemplated in this investment, which is the absolute assurance,
subject  to i tems 2 and 3 immediately below, that the Loan Proceeds
due and payab le  under the  Loan Agreement  wi l l  be  pad by the  SLC
issuing bank or confirming bank in the event of payment default. Confirmation of the
SLC by a major American bank will serve the function of validation and authenticate
the SLC. (See Suitability)

2. Ability of the SLC issuing bank or confirming bank to honor a draw, upon default
of the Note:

Rather than undertaddng the time consuming task of providing sufficient evidence of
credit worthiness to the joint venture (borrower), the lender will secure payment of
the Loan with an SLC issued by one of the major European commercial banks. The
SLC will be confirmed by a major U.S. commercial bank. The co-venturers, as
members of the borrowing joint venture, therefore, will rely solely on the financial
ability of the SLC issuing bank or confirming bank to honor a draw, in the event of
the default of the lender in failing to pay the loan proceeds under the Loan.
(See Suitability and Advisors)

3. Timely and proper draw in the event of default.

Upon default, the Company, as managing venturer, through the escrow at its escrow
bank will have a limited period of time under the SLC in which to properly present
documents to the SLC issuing bank or confirming bank to draw under the SLC.
(See Suitability and Advisors)

[Page 8]
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TAX ASPECTS

Set forth below is a limited summary of the more important tax consequences generally
affecting an individual investor arising from the Company's participation in the long-term loan
transaction and the Venture Capital Program. Additionally, the summary should not be considered
as a substitute for individual tax planning since, among other things, it is not possible to predict the
e&lect on each investor's personal tax liability on the matters disaxssed herein.

EACH PROSPECTIVE INVESTOR SHOULD OBTAIN ADVICE FROM HIS OWN TAX
COUNSEL TO S A T I S F Y  H I M S E L F  A s  T O  T H E  i n c o m E  A N D o n  m a  T A X
CONSEQUENCES AFFECTING HIM ARISING FROM HIE COMPANY'S PARTICIPATION
IN THE LONG-TERM LOAN TRANSACTION AND THE VENTURE CAPITAL PROGRAM
No assurance can be given that legislative, judicial or administrative changes may not be forthcoming
which would e&lect the accuracy of the summary, or which could retroactively aHIect transactions
already entered into.

The Company, as a limited liability company, expects to be a taxable income pass-through
entity. Accordingly, the Investors will be taxed individually on taxable income of the Company. This
would include any net income from investments. In addition, the Secured Long-term Loan proceeds
less the related premium will be considered taxable income because of the absolute right of o&lset. The
time of taxability could be determined as either the time of receipt of loan proceeds or prorater over
the ten year tem of the loan. The Company has not yet determined which of these two alternatives
it will use for income tax reporting.

USE OF PROCEEDS

The entire proceeds Rom Investors will be used to pay the Loan Premium required in this
investment, Investment Advisor Fees, Bank Escrow Fees and other Estimated Fees (see The Offering
and Secured Long-Term Loan Transaction Summary).

(000's

Amount

<>mmQf1»

USE OF INVESTMENT PROCEEDS - LOAN PREMIUM
Investment proceeds &om this O8lemi1ng

Use of Investment Proceeds:
Investment Advisory Fees
Bank Escrow Fees
Other Estimated Fees
Loan Agreement loan repayment premium

Total

10,500

315
100
85

s 10,000
10.500

s ._ 29,700

s2,z5o
5.138 s 7,388

s

USE OF NET LOAN PROCEEDS Q PROJECTS AND FEES: (See Exhibit B-1 and B-2)
Loan Agreement loan proceeds, less

estimated SLC FEE (including conirnnation) of $300,000
Allocation ofLoain Agneanmt net loan

proceeds for projects and fees:
Karlinnnar Group (Exhibit F)
Fees
Independent Projects
Venture Group (Exhibit E)
Fees
Iii¢pmgimf Projects

750

1.712 s 2,462

The Company Primary Distribution,
VemMzre Capital Account, for projects and fees. s 19.850

ACC00014
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AVAILABILITY OF INFORMATION AND DOCUMENTS

O The final documents to be exeaxted in connection with this Offering are not included because
each document is subject to certain changes as may be required by the various parties, including the
investor as represented by advisors. Once an investor is qualified, the appropriate draft documents
for the specific transaction will be provided to said prospective investors for review and negotiation.

All other significantly relevant, non-confidential information of the Sponsor and Karlinmar
Corporation, including key officers, will be made available by Sponsor to all Investors at the proper
time for making an adequate evaluation prior to investing. (See Suitability and Advisors)

SPONSOR

Tower Venture is a common law business trust created pursuant to Chapter 1746 of the Revised
Code of the State of Ohio and formed for the purpose of acting as managing member to Venture
Capital Programs, including Tower Venture 97-A, LTD ("the Company"). The principal directors of
Tower Venture are part of the Tower Group, and are as follows:

•

PHILIP A. LEHMAN, bam December 16, 1939, is the Chairman, Vice President and Chief
Compliance Officer of Tower Equities, Inc. since its formation in April 1984. Tower is a member
of the National Association of Securities Dealers and Registered Investment Advisor, Registered with
the SEC. He has saved as President, Chief1Exea1tive Officer, and a Director of ENINUN, Inc. since
its formation in 1979. Mr. Lehman has do served as president, chief executive cHicer, and a director
of Tower Equities Agency, Inc., since March 14, 1989. Mr. Lehman attended Ohio University in
Athens, Ohio. He also attended the University of Dayton, where he majored in finance and
management. He is licensed in the State of Ohio as Realtor, Insurance Agent, NASD Broker, and is
a Para-legal authorized by Edward Bartolli, I.D.L.L.M. Mr. Lehman also has extensive experience
in private placement of securities and syndication work.

KENNETHR WISEMAN, bam October 17, 1940, is a Certified Public Accountant. He has
served as Treasurer and a Director of ENINUN, Inc. since May 1985 and September, 1982
respectively. He has also served as Secretary/Treasurer and Director of Tower Equities, Inc. since
April, 1984. He is a 1966 graduate ofBall State University, Munice, Indiana where he received a B.S.
degree with a specialty in Accounting. He is a member of the Ohio Society of Certified Public
Accountants and the American Institute of Certified Public Accountants. Mr. Wiseman is currently
self employed as a Financial Consultant and is serving as Director, Secretary/Treasurer of the Spectra
Group. He was a partner in the Em of Wiseman, Kotecha & Smith CPAs H°om 1978 to 1982. He
also saved as Treasurer of Tom Harriman Oldsmobile, Inc., an automobile dealership, and TDC, Inc.,
a research and development company. Prior thereto, he was employed by the Reynolds & Reynolds
Company Rom 1974 to 1978. From 1964 to 1974, Mr. Wiseman was aMliated with Deloitte, Haskins
and Sells, CPAs.

/
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CONFLICT OF INTEREST

•
ThisOffaing containsthepotalxtialforconiiicts ofinterestinvolvingthe Sponsor and aElialed

entities and their principals arising from cross-ownerships and/or control, compensation plans, and
other relationships.

Mr. Philip Lehman is the CEO and principal shareholder of the Sponsor of this O&lering,
Tower Venture, an Ohio business trust,which will manage the escrow funds pending iii ll subscription
of the O&lering. Mr. Lehman is the CEO and principal stockholder in Tower Equities, Inc., the
brokerage Firm which saves as the underwriter and investment advisor to Tower Venture and as the
investment advisor to Tower Venture 97-A, LTD, the Otferor. Tower Venture has an ownership
interest in, and is the managing director 0£ Tower Venture 97-A, LTD, which will receive and own
the proceeds of the Offering after the Offering is silly subscribed and the investment escrow is broken.

Tower Venture is a member of a group of individuals and entities ("Venture Group") which
will participate in the Venture capital account of Tower Venture 97-A, LTD.

Mr. Lehman will receive substantial compensation upon the successful completion of this
Overing from each of the above named entities. Investors should consider reviewing with the Sponsor
all of the various relationships and sources and amounts of compensation relating to transactions
contemplated by this Offering.

ACC00018
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Exnnmv A to
Private Placement Memorandum

for Accredited Investors

\•
0vwvIt1w OF SECURED LUNG-TERM In AN TRANS ACTIUNS

The following is a summary of the standard secured long-term loan transaction made
available to Karlinmar Corporation ("Karlinmaur") and its qualified co-venturers. Over a period of
years Karlinmar, through one omits principals, attorney John L. Run ft, has developed a standardized
seared loan transaction for the financing of projects through a European lender. The Lender will
be Credit Austerlitz Finances, Ltd. ("Credit Austerlitz"), an Irish corporation. Although authorized
by the Laina to present this seared loanprogram to its potential co-venturers, Karlinmar is not an
agent or partner, or co-vennurer with the Lender. However, associates of the Lender may
participate in the loan transaction as borrower co-venturers directly or will, in most circumstances,
be represented by Karlinmar in the transaction or in projects funded by loan proceeds.

Karlinmar and several associated companies, for which Karlinmar acts as agent 'm its own
name, have invested substantial consideration in conjunction with Credit Austerlitz in the
development of this standard transaction and other programs. Karlinmar is compensated for its
investment 'm the development of the transaction programs by means of its participation in the joint
venture formed with each co-venturer which provides initial tiding for the loan transaction. This
initial funding in combination with project assets generates the loan, the proceeds Hom which
provide financing for the project(s) of the individual venturers. Karlinmar seeks qualified co-
venturers to provide funds for payment of the initial Handing of the loan repayment premium,
hereinafter described "Loan Premium," which is required to a loan transaction. Each such
co-venturer who provides such initial finding must meet the requirements of an "accredited investor"
within the meaning of Regulation D promulgated under the U.S. Securities and Exchange Act of
1933, as amended, in order to qualify as a co-venturer in the loan transaction.

A loan transaction commences with the execution of a Joint Venture Agreement between
Karlinmar and the co-venturer(s). This Joint Venture Agreement forms the joint venture, which is
limited 'm scope to the contemplated loan transaction. Each venturer under the Joint Venture
Agreement is vested with the right to receive a determined portion of the loan proceeds received
Eom the loan transaction. The ownership interest of the respective parties of the joint venture in the
loan proceeds is established in the Joint Venture Agreement.

Since the co-venturer provides the funding for the payment of the Loan premium in order
to initiate the loan transaction, the co-venturer is placed in the position of managing venturer under
the Joint Venture Agreement and thereby in control of the loan transaction on behalf of the joint
venture.

Pursuant to the Joint Venture Agreement, the Joint Venture is the borrower and will enter
into a Loan Agreement with the Lender, Credit Austerlitz. Pursuant to the Loan Agreement the
Borrower and Lender will enter into an Escrow Agreement with the closing bank and establish an
escrow account for the receipt and disbursement of loan proceeds received by the borrower under
the loan transaction. The closing bank will be given escrow instructions in the Escrow Agreement
to pay Karlinmar and the Co-venturer monies out of the escrow account in accordance with their
respective shares of the net loan proceeds. As provided in the Joint Venture Agreement, the loan
transaction will be conducted under and pursuant to the "Loan Agreement", the form of which is
attached to the Joint Venture Agreement as Exhibit "A", The Loan Agreement sets forth the terms
of the loan to be obtained by the Borrower from Credit Austerlitz, denominated therein as the
"Lender. "

[Page 12] ACC00017
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Under the terms of the Loan Agreement, the Borrower initially pays a "Loan Premium" to
Ladder equal to 1/3 of the loan amount. Ii for example, the loan amount is thirty (30) million dollars,
the it requires a Loan Premium payment of ten (10) million dollars. The proceeds of the loan are
then paid out in three equal installment draws ($10,000,000 cash, in the example) to Borrower
commencing one hundred (100) days alter the effective date of standby letter of credit securing the
loan, with the remaining two installments being paid respectively 190 days and 280 days thereafter.
The total loan proceeds to be received by the Borrower are guaranteed and secured by an
irrevocable standby letter of credit ("SLC") issued to the Borrower, as beneficiary, by a major
European bank, which SLC shall be confirmed by a major American bank.

The seared loan transaction is deigned in the form of a ten year loan, with interest payable
annually in arrears and the principal at term. At the outset of the transaction, Borrower pays the
"Loan Premium" equal to one-third of the amount of the loan The Loan Premium is for the purpose
of repayment of the loan and is part of the consideration for the Lender's guarantee to liquidate
("pay") the loan as it becomes due during the ten year term as to both interest and principia
payments. The balance of the consideration is derived from the participation by associates of the
Lender in the loan transaction or in projects iiinded by the loan transaction. The Lender refers to
this as a "liquidated loan".

The loan Note provides that the obligation ofborrower on the Note, which is not assignable,
may be o&lset by lender's obligation to liquidate ("pay") the Note as it becomes due.

A significant feature of this loan transaction is that the SLC is issued, authenticated, approved
and accepted in writing by the Borrower before the Loan Premium is paid (transferred) out of
escrow to the Lender. By this means, the Borrower has received and accepted the SLC before
payment of the Loan Premium is made.

The transaction will take place and be closed through the Borrower's Bank acting as the
closing bank. Following the exertion and exchange oftransactional documents (including the Loan
Agreement aid Borrower's proof of limas), the Borrower, Lender, and the closing bank will enter
into an Escrow Agreement with the closing bank which will contain escrow instructions for holding
and disbursing the funds deposited for payment of the Loan Premium and for receiving and
disbursing the loan proceeds. No payment or disbursement will be made from escrowed funds until
such time as the escrowholder has received the Borrower's written notice of receipt and approval
of the SLC. After closing, loan proceeds are paid into the escrow account at the intervals as stated
above.

The amount reimbursed to the Lender for Lenders pre-payment of the fee to the Issuing
Bank for issuance of the SLC and to the U.S. confirming Bank ("SLC fees") shall be deduced from
and paid out of loan proceeds and said fee to each bank shall not exceed one-half percent (.5%) of
the total loan proceeds. Notice of the amount of the SLC fee shall be provided to Borrower by
Lender prior to closing the transaction. Not included in this amount are Borrower's own
transactional cost, such as payment of closing bank fees and costs, cost of travel and so on.

The loans must be made for legitimate business purposes and, hence, based on "projects".
Each project must be manifested by a business plan and Hnanciad projections for a three year period.
Since many of the proposed projects are new ventures, there will not be much in the way of a going-
business basis for the data. In other words, much of the data is based on projections. This is

Exhibit A, p. 2
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acceptable. Payment of corporate debt (including taxes) is also acceptable, as long as the creditor
is identified. Exhibit E (disclosure of use of loan proceeds) to the form Loan Agreement
demonstrates that the project can be quite flexible and 'include payment for purchase of stock,
payment of debt, purchase of equipment, corporate restructuring, etc.

A set of documents for the subject secured loan transaction will be developed Rom The
Karlinmar standard form documents, including the following:

1.
2.
3.
4.
5.
6.
7.
8.
9.

Joint Venture Agreement
Procedure for Instituting and ClosingLong Term Loan
Loan Application
Bank letter confirming availability of borrower's times
Long Term Loan Offer
Loan Agreement
Escrow Agreement (Exhibit B to Loan Agreement)
Standby Letter of Credit (Exhibit C to Loan Agreement)
Loan Promissory Note (Exhibit D to Loan Agreement)

The lender has disclosed that its primary interest 'm engaging in the subject loan transactions
is the participation of its associates in the loan transaction (or 'm projects funded by loan proceeds
of the loan transaction) and the use of the LoanPremium money for its use as a cash component of
its collateral 'm large unrelated loan transactions wherein it hypothecates assets under its control to
obtain funds to pay the loan proceeds in the subject Karlinmar loan transaction and for its own
investment and project purposes. However, the success offender's "underlying transactions" are
irrelevant to the subject secured loan transactions, since the secured loan transaction is conducted
through major banks and is secured by a SLC issued by a major European bank, which will be
confirmed by a major American bank if desired by Borrower.

Frequently, despite the credit worthiness of the SLC and the protective procedures in the
loan transaction, potential co-venturers see lg as a Hrst step in considering the transaction, a credible
explanation for the high returns o8lered under the transaction. While Credit Austerlitz elects to
retain the confidentiality of their business operations and projects and to achieve transactional credit-
worthiness by the use of the SLCs, it has disclosed to Karlinmar the following general information
regarding its operations as they relate to the loan transactions.

Credit Austerlitz and its associates have relationships within the business and banking
communities of Europe which allow them access to certain inanciad opportunities and Enanciad
strategies which result in substantial profits. Accordingly they are in a position to generate
substantial profits from several different situations which require equity capital for a short period of
time for the purpose of providing cash for beginning the process ("priming the pump") of generating
profits. One strategy employed by Credit Aimerlitz and its associates is that of using the Loan

Premium proceeds to provide a "cash component" to enhance collateral consisting of long-term, non-
liquid asses (e.g., land, mineral deposits) for the purpose ofgenerating large, long-term bank loans
for the development oblong-term non-productive assets held in trust by Credit Austerlitz and/or its
associates as collateral for said loans. In yet other situations, the cash component provided by the
Loan Premium in the Karlinmar loan transaction allows Credit Austerlitz to utilize other techniques
in accomplishing its investment and development objectives.

ACc00019
S-3439A

Exhrnu A, p. 3
[Page 14]



Rather than deplete its own cash assets for purposes of providing such collateral
aihancanait, Credit Austerlitz and its associates have determined that their cash assets may be best
utilized in backing their applications for SLCs securing the subject Karlinmar transactions in order
to generate the necessary "cash component" for obtaining their largedevelopment loans. Genaaliy,
the cash componan is approximately ten percent (10%) of the face amount of the large development
loan. Some of the proceeds of such large development loans are utilized to liquidate the relatively
smaller loan under the Karlinmar loan transaction. Credit Austerlitz and its associates have
determined that it is more beneficial to pay the high cost (equal to an investment rate of return) of
liquidating the subject Karlinmar loan to Borrower in consideration for participation in the Karlimmnar
loan transactions (or in the developments tended thereby) and receipt of the Loan Premium floods
it receives to serve as the "cash component" in its large development loans than it would be to have
the direct investment of a continuing venture capital partner in their development projects, who
would require iii ll disclosure of their business a&lir~s, want to participate in the business and Ehandal
decisions, and who woad demand to significantly share in the potentially substantial long-term
profitability. Furthermore, since many of their development projects are located in eastern Europe
or in the third world, any "venture capital" share demanded by an investor would likely be greater

in value than an investment rate ofretum equal to the cost of liquidating the subject Karlinnnar loan,
less the value of participation in said loan transaction and/or developments funded thereby. Finally,
by using its own cash assets on a short-term revolving basis to generate the SLCs and then utilizing
the large, long-term, development loan finds (approximately ten times the value of the Loan
Premium) to retire said smaller loan under the Karlinmar loan transaction, the eHIect on the cost of
the large, long-tenn loan is negligible and the entire process is, in a manner of speaking, self-
finandng, since upon such small loan retirement their own assets will be Her to back further SLCs.

In summary, Credit Austerlitz has determined that the benefits of confidentiality, control and
long-term profitability are better served by utilizing Loan Premium receipts derived ham Fixed loan
arrangements secured by bank independent undertakings (SLcs) for generating the up-&ont cash
components needed for its long term development Financing. This high cost of up front cash is not
prohibitive when compared to the substantial long-term profits to be made firm its participation in
the developments funded by the Kadinmar loan transaction and 5'om its own, unrelated large
development projects, especially in light of the relatively risk-&ee and highly efficient use made of
their own cash assets on a rotating basis in supporting the issuance of the relatively short-term
SLC's. As a result, Credit Austerlitz and its associates o&ler a substantial return through liquidation
of the loan granted under the Karlinmar loan transaction in consideration for die participation and
for Loan Premium payment.

Reduced to its essentials, the Karlinmar secured loan transaction provides the Borrower with
a major European bank SLC which is confirmed by a major American bank and, which guarantees
the payment of the loan proceeds. Following execution of the Loan Agreement, the Borrower,
Lender, and the closing bank enter into an escrow agreement which provides that the Borrower
receives and approves the SLC before the Loan Premium proceeds deposited in escrow are
transferred to the Lender. Loan Premium tiinds are deposited in escrow by Borrower and the
escrow bank notifies Lender thereof Lender causes the SLC to be issued to Borrower. Upon
written notice by Borrower to the closing bank of approval of the SLC, the Loan Premium is paid
out of escrow to the Lender and the loan note issued by Borrower. Following closing of the loan,
the loan proceeds are paid into escrow in three installments ("draws") at the above described
intervals following payment of the Loan Premium. Thereby, the Borrower receives loan proceeds
equal to three times the amount of the Loan Premium, less payment of the SLC fee.

ACC00020 Exhibit A, p.4
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The Loan Agreement provides that the loan (both principal and interest) will be liquidated ("paid")
by Lida what and as it becomes due. The loan note by its terms is not assignable and can be offset
by Borrower against the obligation of Lender to liquidate the loan. The loan proceeds are held and
disbursed Egor the escrow account 'm accordance with the Joint Vaiture Agreement and instructions
to the escrowholder.

The long-term loan transaction contemplated between the Company and Karlinmar
Corporation will commence with thdr execution of the Joint Venture Agreement which Agreement
will describe the relationships between the Company and Karlinnnaur. Following execution of the
Joint Vulture Agreement, the Company, with Karlinmar's assistance, will immediately prepare and
submit the Loan Application on behalf of the Joint Venture, as borrower, to Lender. This begins
the process described in the "Procedure for Instituting and Closing Long Term Loan" provided to
the Company by Karlinmar.

-Emis-
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EXHIBIT C to
Private Placement Memorandum

for Accredited Investors

n
FORM I TWTTER OF WTENT BY KAR! JNTVMR

Philip A Lehman, President
Tower Venture a Business Tnwt , Managing Member

Tower Venture 97-A ,  LLC
8141 N. Main Stt§¢t. Davtcn. Qhic 45415

LETTER OF INTENT TO FORM JOINT VENTURE
FOR PURPOSE OF LONG TERM LOAN TRANSACTION

Dear Mr. Lehman

The purpose of this letter is to conium the intent of Kariinmar Corporation, as the agent with full
authority of the hereinafter described Karlinmar Group and Tower Group, to enter into a joint venture
with the Tower Venture 97-A , LLC, hereinafter the "Company", for the purpose
of undertaking a long term loan transaction in the manner and of the type described in the "Overview
of Secured Long Term Loan Transaction" attached hereto as Exhibit A and by this reference made a
part hereof Further, Karlinmar Corporation represents that it has received the assurance of the
proposed European lender, Credit Austerlitz Finances Ltd., that such a loan transaction as described
in Exhibit A hereto is available in the amount of Thirty Million U.S. Dollars
(330 OO() too USD)Md will remain available to joint vaiture formed by Karlinmar and the Company
for at least One Hundred Twenty (  120 ) days, in which time a loan application mum be
received by lender.

Consistent with the foregoing, Karlinmar is prepared to enter into a joint venture agreement,
wherein Karlinmar serves as the proprietary co-venturer and the Company serves as the finding and

Tow Million
30_000_000_ USD ) ten year loan from Credit Austerlitz Finances, Ltd., as described in Endmibit A
hereto. `

managing co-venturer for the purpose of obtaining a Dollars ($

Please advise the undersigned when the Company is ready to proceed with the execution of a joint
venture agreement so we can commence the preparation of the transactional documents and exchange
the appropriate due diligence information.

Very truly yours,

John L. Run ft
President
Karlinmar Corporation

ACC00026
S-3439A
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EXHIBIT D to
Private Placement Memorandum

for Accredited Investors

PRINCIPALS OF KARLINMAR GROUP REPRESENTED BY
KARLINMAR CORPORATION AS A CO-VENTURER

This entities comprising the Karlinmar Group are Kadinmar Capital Corporation, Forester Corporation
and Genesis, Inc. These companies are organized and represented as follows:

KARLINMAR CORPORATION, an Idaho corporation,
as agent for HIGHGATE JOINT VENTURE, A Nevada
joint venture, comprised at
KARLINMAR CAPITAL CORPORATION,
a Nevada corporation
FORESTER CORPORATION, a Nevada corporation
GENESIS, INC. a Nevada corporation

61.0%
19.5

19.5
100.0%

KARLINMAR CAPITAL CORPORATION is the managing venturer of HIGHGATE JOINT
VENTURE.

JOHN L. RUNFT, Esq., of Boise, Idaho, is the President, Treasurer and Director of both Karlinmar
Corporation and Karlinmar Capital Corporation. He and his family own 100% of both corporations.
(See Biographical information below)

SIT CONSULTANT IS A FRENCH CORPORATION, the president and sole owner of which is
EMILE SALVAT, a citizen and resident of Paris, France. SIT is the agent of Credit Austerlitz
Finances, Ltd., the lender. EMILE SALVAT serves as managing director of the lender. SIT and an
undisclosed aiiiliate will recdve from Highgate Joint Venture a fee and an ownership 'interest in certain
of the investments and/or projects off-Iighgate Joint Venture equal, in the aggregate, to 30.5% of the
Highgate Joint Venture share of loan proceeds received related to activities of this OHIering.

STEVE C. SWANSON, CPA, of Boise, Idaho, is a Wee President and Director of Karlinmar
Corporation and President, Treasurer and Director ofForester Corporation. He and his family own
100% ofForester Corporation. (See Biographical Information below) .

JAMES R "JACK" STTIES of Cookeville, Tennessee, is President and Director
of Genesis, Inc. He and his brother own 100% of Ger sis, Inc.

ACC00027
S-3439A
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The executive officers for Karlinmar Corporation are John L. Runs and Steve C. Swanson, as
referred to above. Their Biographical Information is as follows:

JOHNL. RUNFI
1020 W. Main Street, Suite 440

Boise, Idaho 83702
Telephone: (208)336-1430
Facsimile: (208) 343-3246

Position: Attorney a t  Law, emphasis in busi1\¢ss,
adnninistrsltive law and business litigation.

commercial, corporate, Enslncial,

Professional Affiliations:
Idaho State Bar Association: Idaho Law Foundation; Admitted to practice before the
United States Supreme Court, the Supreme Court of the State of Idaho, the United
States Court of Appeals for the Federal Circuit, the United States Court of Appeals for
the Ninth Circuit, the United States Claims Court, and the United States District Court
for the District ofldaho, (Founding) Member onBoard of Litigation ofMountain States
Legal Foundation, 1977 to date.

Business Affiliations:
President and Director of Karlinmar Corporation and Karlinmar Capital Corporation;
Director of Applied Earth Technologies, Inc.

Personal:
Bom: August 14, 1937, in Baker, Oregon. Married to Enid McConnell Runic in
1964, three children: Linda, 27, Mamie, 25, and Karl, 21.

Education:
Graduated from Boise High School in May, 1955 Attended the College of Idaho for
four years, and graduated in 1962 with a BA in political science. Received Outstanding
Senior Man Award upon graduation.

Recipient of a National Honor Scholarship to the Um'versity of Chicago Law
School and graduated there with a J.D. in 1965. Upon graduation, was awarded the
Jackson Prize in Constitutional Law.

Military Service:
Served three years (1955-1958) in United States Army, honorable discharge.
Stationed 'm Germany with a MI Unit engaged in refugee and expellee interrogation.

U.S. Government Service:
Appointed Civilian Aide to the Secretary of the Army of the United States, August 1988, to April

1995 o

State and Local Government Service*
Boise Model Cities Committee Member, 1973-1975, Chairman, Citizens Advisory Committee

to Ada Council of Governments (publication of comprehensive study relating to planning and zoning)
1973-1974, Board Member ofldaho Commission on Women's Programs, 1977-1982.

ACC00028 Exhibit D, p. 2
S-3439A

[Page 23]



I
I

Civil/Philanthropic A8;iliations:
Member and Director of the Idaho Community Foundation (1988-1996), Boise Philharmonic
Association (Board Member 1968-1993, President 1979-1981), member, President's Partners, College
OfId8ho (1982-1990).
Eraternalz Gem State Kiwanis Club of Boise, Idaho, (former member, Board ofDirectors).

Additional Information:
Prepared and argued the case ofMarshall v. Barlow's, Inc., before the Units States Supreme Court
(436 U.S. 307, 1978), the decision in which case required OSHA (ad similar government agencies) to
obtain search warrants for searches of private business premises, including corporate premises.
Speaks, reads and writes the German language.

STEVE c. SWANSON
1150 West State Street, Suite 320

Boise, Idaho 83702
Telephone: (208) 336-3636
Facsimile: (208) 336-3640

Steve C. Swanson, age 58, is the sole stockholder and President of Swanson & Co., Inc., an
investment services lm. He is the registered Principal and Representative for the am which is a
Securities Broker/Dealer and a SEC Registered Investment Advisor. Mr. Swanson is, and has been
since 1991, an officer and director ofIKarlinmar Corporation, an Idaho corporation based in Boise,
Idaho.

Mr. Swanson established the company along with Swanson Investments, a sole proprietorship,
during 1978 to engage in the Held of investments and investment services. He is a sponsor/general
partner in several private placement syndications. One of them was underwritten by Boettcher &
Company, a regional investment banldng Em with headquarters 'm Denver, Colorado. The others were
underwritten by Swanson & Co., Inc. In addition, Mr. Swanson has provided Hnanciad and investment
advisory and management services to many privately owned companies.

Prior to 1978, Mr. Swanson had an extensive, diversified, seventeen year Enanciad services
background which included eleven years in the practice of public accounting with local firms,
international Erms and as a sole practitioner, In 1971, he was a manager in the Boise/San Francisco
office of Coopers & Lybrand. During the remaining six years he was associated directly and indirectly
with a company engaged in red estate investment, development and management.

Ink. Swanson is a forma' Chairman of the Idaho State Board of Accountancy, a formerPresident
of the Idaho Society of Certified Public Accountants, a former member of the Small Business
Committee of the American Institute of Certified Public Accountants and a former President of the City
of Boise Industrial Development Corporation. He received a Bachelor of Science Degree in Business
with a major in Accounting in 1960 from the University of Idaho.

ACC00029
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Exmnrr E
Private Placement Offering

for Accredited Investors

PRINCIPALS OF THE VENTURE GROUP

1. Tower Venture, a Business Trust formed under Ohio code 1746
Directors: Philip A Lehman (See Sponsor on Page 4)

Kenneth R. Wiseman (See Sponsor on Page 4) 60%

2. The Majestic Company, a Business Trust
Directors: Michael A Vallone

Robert W. Hopper 40%

MICHAEL A. VALLONE, born September 26, 1959, is the Executive Director of
Hertiage America, since it's inception 'm April of 1996, and is the past Executive Director of it's
predecessor, Heritage Assurance Group, since February of 1994. Heritage America is a not-for-proiit
private membership organization which offers information and assistance to its members on the subjects
of estate planning and taxation. Mr. Vallone attended University of Illinois and Fellowship Baptist
College. He is an instructor in various training schools offered by Heritage America and has spoken
on various radio programs on the subjects of estate planning and asset protection planning. He is
licensed 'm the State oflllinois as an insurance agent, and is a Para-legall authorized by Edward Bartoli,
JD., LL.M. Mr. Vallone has extensive experience in the areas of estate planning and asset protection
planning and business structuring.

ROBERT W. HOPPER, born June 11, 1945 is the managing director of Heritage
America, since it's inception 'm April of1996,and is the past Managing Director of it's predecessor.
Heritage Assurance Group, since February of 1994. Heritage America is a not-for-profit private
membership organizations which offers information and assistance to its members on the subject of
estate planning and taxation. Mr. Hopper served in the United States Marine Corps firm 1964 to 1968
and attended South Suburban College in South Holland, Illinois. He is an instructor in various training
schools offered by Heritage America and has written articles in various news publications serving the
senior population. Mr. Hopper also oversees the publication of the Heritage Review, which is a
quarterly membership newsletter provided to the Heritage America members. He is a para-lega1
authorized by Edward Bartoli, ID. LL.M. Mr. Hopper has extensive experience in marketing and in
the areas of estate planning, asset protection planning, and business structuring.

ACC00030
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Exnmrr F to
Private Placement Offering

for Accredited Investors

F903 QW AGFFFMFNT

THIS ESCROW AGREEMENT is made as of the day of , 199_ , by and between
Tower Venture, a Business Trust. The Sponsor of the herdnafcer described O&lering and the managing
mamba' (the "Managing Member") of a limited liability company formed in the State of Ohio and to
be named Tower Venture'97-ALimited Liability Co. (the "Company") and Tower Equities, Inc., the
broker-dealer for the sale of membership units (the "Underwriter") and Star Bank N.A., Troy, Ohio
(the "Bank").

mTnr=.§sEn1.

WHEREAS, 420 Units of Membership interest of $25,000 each in the Company (the
"Units") are to be offered by the Membership through the Underwriter in a private offering (the
"O&lering") which is scheduled to terminate May 1, 1997, (the "Closing Date"), or on such date prior
to the Closing Date by which subscriptions for 420 Units have been received and accepted by the
Managing Member, and the Bank:

WHEREAS, the Managing Member has determined that the Membership will not commence
operations unless and until subscriptions for an aggregate minimum of 420 Units have been received
and accepted by the Managing Member firm subscribers (the "Subscribers"), and the Bank:

WHEREAS, the Managing Member has determined and will agree Mth Subscribers that the
Payments will be held 'm an interest bearing escrow account until one (1) escrow is broken and
subscriptions for an aggregate of 420 Units have been received and accepted by the Managing
Member, Tower Venture.

ACC00031
S-3439A
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NOW, THEREFORE, the parties hereto agree as follows:

1. The Bank agrees to act as escrow agent in accordance with the terms hereof; and, as such, to
establish an appropriate segregated interest bearing account (the "Escrow Account") entitled the Tower
Vaiture '97-ALimited Liability Co. Escrow Fwd and to receive for deposit therein the Cash Payments
tendered to it by the Managing Member.

2. All Cash Payments received from Subscribers will be delivered by the Underwriter or
Managing Member to the Bank, together with the name and address of each such Subscriber and the
amount paid by him. Checks or other items accepted as Cash Payments shall be made payable or
endorsed to Star Bank, N.A, Escrow Agait, Tower Venture '97-ALimited Liability Co. And shall be
delivered to the Bank by the Underwriter or managing Manber promptly following receipt. The Bank
will, upon final collection of the proceeds of such items delivered to it, credit the proceeds to the
Escrow Account to be held by it under the terms of this Escrow Agreement. Any item returned unpaid
to the Bank on its Erst presentation for payment shall be returned to the Underwriter or Managing
Member and need not be again presented by the Bank for collection.

3. Within three business days of credit ofproceeds to the Escrow Account, the Bank shall invest such
proceeds at the direction of the Managing Member into interest bearing accounts, notes, or certificates
with maturities no later than the Closing Date, provided that any such accounts, notes or certificates
shall be insured and/or guaranteed by the federal government.

4. fat any mc on or before the Closing Date the Underwriter and Managing Member have received
and accepted subscriptions for at least 420 Units, the Managing Member shall so notify the Bank.
Upon presaitation of a signed certificate stating that the Managing Member has received and accepted
subscriptions for a least 420 Units, the Bank shall release to the Company all funds in the Escrow
Account. Any investment interest earned by the Escrow Account, net of and Escrow fees charged by
the Bank, shall be distributed pro rata to the Subscribers. Allocation and disbursement of said net
interest among the Subscribers shall be the sole responsibility of the Managing Member.

5. If  at the closing Date the Managing Member shall not have received and accepted
subscriptions for 420 Units, or fat the Closing Date there are outstanding only a part of they 420 Unit
incranent the Managing Member shall so notify the Bank The Bank shall as soon as possible thereafter
cause the Cash Payments to be distributed to each investor whose funds had been delivered to the
Bank at the mailing address provided by the Managing Member in accordance with each such
Subscribers's Subscription Agreement. Allocation of total interest among the Subscribers shall be the
sole responsibility of the Managing Member. Such distribution shall be in the form of certified, bank
cashier's or Una checks payable to the Subscriber and shall include such Subscriber's pro rata share of
any investment interest earned by the Escrow Account.

6. The Bank may rely and shall be protected in acting upon any written or verbal notice, instruction
or request finished to it hereunder and believed by it to be genuine and believed by it to have been
signed or made by the proper party or parties.

7. The Bank shall not be liable for any action taken or not taken by it in good faith and believed by
it to be authorized or within the rights of powers conferred upon it by this Agreement, and may consult
with counsel of its own choice and shall have full and complete authorization and protection for any
action taken or suifaed by it haemda' 'm good faith. The Banlds sole responsibility is the maintenance
of the Escrow Account undo the terms and conditions set forth herein. The Bank is not bound by the
terms of any other agreement between the parties, even if it has knowledge thereof

Exhibit F, p.2
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8. The Bank may resign and be discharged firm its duties hereunder by giving Hiteen (15) days notice
in writing of such resignation specifying the date when such resignation shall take e&lect.

9. The Managing Member hereby agrees to pay the Bank reasonable compensation for services to be
rendered hereunder and will pay or reimburse the Bank upon request for all expenses, disbursements
and advances, including reasonable attorneys' fees, incurred or made by it 'm connexion with carrying
out its duties hereunder.

10. The Managing Member hereby agrees to indemnify the Bank for, and to hold it harmless against
any loss, liability or arqzense incurred without gross negligence or bad faith on the part of the Bank,
arising out ofor inconnectionwithits enteringintotheAgreennentamd earryiugoutitsduties
hazarder, includingthe eostofdefaidingitselfagainstanyclaimofliabilityintheprelnises;provided,
hoverer, that the provisions of this paragraph shall not apply in the event of any claim, liability, loss,
anion suit or proceeding resulting form the breach by the Bank of any provisions of the Agreement
or &om its gross negligence or willixl malfeasance.

11. If any disagreements should arise among any one of the parties hereto or any other party with
respect to the monies in escrow or this Agreement and if Bank 'm good faith is 'm doubt as to what
action should be taken hereunder, Bank shall have the absolute right at its election to do either or both
of the following: (i) withhold or stop all fiirther performance under Ms Agreement and all instructions
received in connection herewith until Bank is satisfied that such disagreement had been resolved, or
(ii)61e a suit in interpleaded and obtain an order from a court of appropriate jurisdiction requiring all
persons involved to litigate in such court their respective claims arising out of or in connection with
the Escrow Funds.

12. Should the Bank inform the Underwriter or the Managing Member that any check or instrument
entered for collection by it hereunder is uncollectible otter payments of the times represented by such
check or instrument has been made prusuant to the terms hereof; the Managing Member shall
immediately reimburse the Bank or the Bank may charge the Company Account and the Bank shall
deliver the returned check or instrument to the Managing Member.

13. A11 notices and communications hereunder shall be 'm writing and shall be deemed to be duly given
if sent by registered or certified mail, return receipt requested, as follows:

Escrow Agent: Star Bank, N.A
910 w. Main Street
Troy, Ohio 45373
Attn: Thomas I. Kleptz
VP Trust Officer

Sponsor and Managing Member: 1Tower Venture, a Business Trust
P.O. Box 5857
Forest Park Branch
Dayton, Ohio 45405
Attn: Philip A. Lehman

Underwriter:

ACC00033

Tower Equities, Inc.
P.O. Box 5857
Forest Park Branch
Dayton, Ohio 45405
Attn: Philip A Lehman

S~3439A
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• or at such other address as any of the above may have furnished to the other parties 'm writing by
registered or certified mail, return receipt requested.

14. This Agreement shall be construed in accordance with the laws of the State of Ohio.

IN WITNESS WHEREOF, the parties hereto have exeaxted this Agreement on the day and
year first above written.

Sponsor and Managing Member: Tower Venture, an Ohio Business Trust

By
Philip A. Lehman, Managing Director

Underwriter: Tower Equities, Inc.

B y
Philip A. Lehman, Chairman

Escrow Agent: Star Ban lg N.A

Ofti08!pts, v.p. TrustK1e

ACC00034
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EXH1B1TG
to Private Placement Memorandum

for Accredited Investors

Tower Venture 97-A

Purchaser Questionnaire

Tower Venture 97-A
8141 n. Main St.
Dayton, OH 45415

Attention: Philip A. Lehman

Re: Tower Venture 97-A

Gentlemen:
4

The following information is furnished to you 'm order for you to determine whether the undersigned
is qualified to purchase units ofLimited Liability Company (the units) in the above referenced company
pursuant to sections 4 (2) of the Securities Act of 1933, as amended (the "Aet"), Regulation D
promulgated thereunder, and appropriate provisions of applicable state securities laws. I understand
that you will rely upon the following information for purposes of such determination, and that the units
will not be registered under the Act in reliance upon the exemption &om registration provided by
sections 4 (2) of the Act, Regulation D, and appropriate provisions of applicable state securities laws.

ALL IN1=ORMATION CONTAINED IN THIS QUESTIONNAIRE W ILL BE TREATED
COMM AILY. However, I agree that you may present this questionnaire to such parties as you
deem appropriate if called upon to establish that the proposed o&ler and sale of the units is exempt 5'om
registration under the Act or meets the requirements of applicable state securities laws.

I hereby provide you with the following representations and information:

1. Name :

2. Residence Address & Telephone Not

3. Mailing Address:

•
4. Employer and Position:

5. Business Address & Telephone No:

[Page 30] ACC00035
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6. Business or Professional Education & Degree:

7. Prior Employment (5 Years)1
Employer Nature ofDuties Dates ofEmployment

8 . Prior vestments of Purchaser:

Capital Stock Up to
None

Ammmt (Cumuli,tive\
$ 50,000 to Over
$50,000 $250,000 $250,000

Bonds Up to $ 50,000 to Over
None $50,000 $250,000 $250,000

Other Up to $ 50,000 to Over
None $50,000 $250,000 $250,000

• 9. Based on the definition of an "Accredited Investor" which appears below, I am an Accredited
Investor.

mal
Yes No

I understand that the representations contained in this section are made for the purpose of qualifying
me as an accredited investor as the term is defined by the Securities and Exchange Commission for the
purpose of selling seaxrities to me. I hereby represent that the statement or statements initialed below
are true and correct in all respects.
If yes, I am an Accreditied Investor because I fall within one of the following categories:

(INITIAL APPROPRIATE CATEGORY)

A natural person whose indiwldual net worth, or joint net worth with that person's
spouse, at the time of his purchase exceeds $1,000,000. .

A natured person who adan individual income in excess of $200,000 'm each of the
two most recent years and who reasonably expects an income in excess of $200,000
in the current year.

My spouse and I have had joint income for the most two recent years in excess of
$300,00 and we expect our joint income to be 'm excess of $300,000 for the current
year.

ACC00036
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(•
Any organization described in Section 501 (c) (3) of the Internal Revenue Code, or
any corporation, Massachusetts Business Trust or partnership not formed for the
specific purpose of acquiring the securities offered, with total assets in excess of
$5,000,000.

A bank as defined 'm Section 3 (a) (2) of the Securities Act whether acting in its
individual or f iduciary capacity: Insurance company as deiind 'm Section
2 (12) of the Securities Act, Investment Company Act of 1940 or a business
development company as defined in Section 2 (1) (48) of that Act; or Small Business
Investment Company licensed by the U.S. Small Business Administration under
Section 301 (c) or (d) of the Small Business Act of 1958.

A Private business development company as defined in Section 202 (a) (22) of the
Investment Advisors Act of 1940.

An employee benefit plan within the meaning of Title 1 of the Employee Retirement
Income Security Act of 1974, if the investment decision is to be made by a plan
Fiduciary, as defined in Section 3 (21) of such Act, which is either a bank,
insurance company, or registered investment adviser, or if the employee benefit plan
has total assets in excess of $5,000,000.

•
Any unity in which all of the equity owners are Accredited Investors under the above
paragraph.

NOTE: Prospective investors claiming Accredited Investor status may be required to
supply the Company with a balance sheet, prior years' Federal Income tax returns or other appropriate
documentation to verify and substantiate the investors status as an Accredited Investor.

10. Financial Information;

(a) My net worth (exclusive of home, home furnishings and personal automobiles)
is S

(b) My net worth including home, home furnishings and personal automobiles
is $

(c) My gross income during the preceding two years is:
1995 S
1996 $

(d) My anticipated gross income in 1997 is S

ACC00037
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(e) (1) I have such knowledge and experience 'm financial, tax and business matters that I am
capable of utilizing the iMonnaltion made available to me in connection with the oHIering of the Notes
to evaluate the merits and risks of an investment in the Notes, and to make an informed investment
decision with respect to the Notes. I do not desire to utilize a Purchaser Representative in connection
with evaluating such merits and risks. I understand, however, that the Company may request that I
use a Purchaser Representative.

Initial Here

(2) I intend to use the services of the following named person(s) as Purchaser Represenative(s)
'm connection with evaluating the merits and risks of an investment in the Notes and hereby appoint
such person(s) to act as my Purchaser Representative(s) in connection with my proposed purchase of
Notes.

Initial Here

List name(s) of Purchaser Representative(s). If applicable.

11. Except as indicated below, any purchases of the units will be solely for my account, and not for
the account of any other person or with a view to any resale or distribution theres

12, I represent to you that the information contained herein is complete and accurate and may be relied
upon by you. I understand that a false representation may constitute a violation of law, and that any
person who so&lers damage as a result of a false representation may have a claim against me for
damages. Twill notify you immediately of any material change in any of such information occurring
prior to the closing of the purchase of units, if any, by me.

Name (Please Print)

X
Signature

Executed at

(Cily) (State)

• on this day of ) 19 ACC00038
S~343QA
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Emma H
PRWATE PLACEMENT MTENIORANDIJM

'i•
NOTICE TO INVESTORS: '1`heUndts pmrchasedhaebyhavenabeamregistared under the Secuurities Act of 1933; to¢:Units
azebdngsold under Section 4 (2) thezreofpromul8ated timerenmder; and no resales of Units may occur except in compliance
withthe tenns ofSec4ion4 (2)=D¢iih¢0p¢1"\*iH81°~8W¢1=1H¢I11~

srrBscRn>non AGRFFMFNT
FOR UNITS OF TOWER VENTURE 97 - A
AN OHIO I.1mm8D LIABILITY COMPANY

Theundadgedhmrebyageestoplnrchasse unitsof LTDintat§(the 'Umlts")inTowa' Venire 97-AanObio
li1nnitedliabilityCcunpaz1y(the'LTD')atthepriceof$25,000pe°Unitforanaggegatcmxbscriptionof S
inconnectiontharewithtobeconneamcmbcrlmtheLTD.
Subsaripdcnéxgeaunmnt,hewillpaythepurchnsspricefor a11Um`tssosubsaibedbycheckfor thepwchlseprioctobeheld
`mwuowbyTofwu VaM1ne,(the'Mamagi1ngMenuba"')uniilszbsaiptions have bean aocepted for Units providing s\18cimt
MndstocommenceLTDopaationgorifsubscriptionoocurs aRelrsuchtime,um1i1MayOl, l997 oranyearlierreleaseof
5nnldstotheLTDpursuanttotheLTDAgweuunent.

The undersigned heuby represents and warrants to the M¢nnm'nnMember,

<=>

Q.. the LTD and other' investors that:
I have read and understood the Private Placement Manorandmnun dated February 20, 1997
(collectively referred to as the 'Private Placanent Maunorandum") pursuant to which the Units
are offered and the Agreement and Certificate of ownership enclosed herewith "Operating
A9-¢¢nn¢n¢~) prior to my execution of this Subscription Agreement,

c=>>

cc)

recognize the speculative name of this investmcni;

DisegardMgwMv mtMLW,Shave (l)Anybank, savings and loan association, broker
or dealer, insurance company, investment company, business development company, Small
Business Investment Company, and some employee benefit plans. (2) Any private business
development company. (3) Any organization, compensation, business trust or partnership not formed
fathespecidcptnpose ofacquiiwingthesecuritiesoi1`ared,withtotal assets in excess of$5 million.
(4) Any director, executive oncer or general partner' of the issuer or of a general partner of the
issuer: (5) Any person whose individual net worth, or joint net worth with spouse, at time of
purchase exceeds $1 million. (6) Any person who had an annual individual income in excess of
$200,000 in the past two years or annuauljoint income with spouse in excess of$300,000 in those
years and has a reasonable expectation of reaching the same income level in the current year.
(7) Any trust, with total assets in excess of $5 million, not formed for the specific purpose of
acquiring the securities offered, whose purchase is directed by a sophisticated person. (8) Any
entity in which all of the equity owners are accredited investors.

(d) Shave reviewed thc documents and information reladnngtothetansactionundhave substantial
ayaiancein inw&mmtsandbndmmmaltasmdrecogizethemerits,disaldvamnagesandrisks
of an investmentdthisnaturc, and/orbusiness,taxand/orlegdadvisolshavcreviewedthe
dwmnmbandinfcrmadcn xeia§ngtothistansactionandtheyhaveadvisedmeastothemaits,
disadvantages andrisksofthiso&ring.

(C) I acknowledge that the Units to be sold in this offering have not been registered under the
Securities Act of 1933 in reliance upon the exemption provided by Section 4 (2) of squid Act

of ImudexstamudthateatainprecautionsarenecessarytocnsurcthatnoUnitsanexesold'mvioll~l¢iom
¢fs=¢aan4(2) ardthattheMnlnagi1ngM=lunba'willnnakcthenecessarynotatinnsinthclelcctds
oftheLTDtopmwenttheh1msfcrotlanyUm'tsinviolationoftheabcIvcxcstricticns;

(8) Imndarstslndthat(i)theUnitsareunregisteredsecuriticsandcanberesoldbyapurclmsaonly
ifhe regista'sth¢:Units1md¢r the Secu||'iti¢sActofl933 orobtnins anopiniondccinusel
ssntisfsdnlytotheMnlnagingMaunba'thatregistrationisnotrequixred,aund(ii)this1mt1ictionon
transferisinadditiontotherestrictinnsinSection4(2)statedabove.•

(11)

ACC00039
S-3439A

I am acquiring the Units that I have committed to puirehase for my own account as principal for
invstnimt purposes Ody and without a view to the resale, transfer or distribution thereof; and I
will notottbr to xllorodmarwisetlrilms£aoroonveytheUnitsor any part therefor interest therein
except in eorinplianoe with the tams of the Operating Agreanent and applicable securities laws;
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(i) I amacquiringtheUnitsthatlhavc connnittedto pmrcihasebasedsoley onthe infonnalion
contained in the Private Placanazt Maunorandum and Operating Aglreenuent and otherwise
provided by the Managing Member in connection with the oiaixng, and not on any other
information or representations communicated to me by anyone else.

• G) I presently, together with my purcbasa' represeMa»tive(s), if any, have such knowledge and
expaimce`m5nancial bwMmsma0ustbatIam &le ofevaluatingthe merits and risks
of the prospective investment

This Subscripition Agreemunezrxt is not transferable or assiglnable by the undersigned, This Subscription Agreement, upon
acceptance by Tower Venture shall be binding upon the heirs, executors, administrators and successors of the undersigned,
as the case may be, and sbdl inure to the benefit of the LTD, itsfxrressors and assigns.

Theundasigncdhaiebyinevocably constitutes and appoints Town' Venture, with full power of substitution, asmytnu: and
lawful attomeyinmyname, place and stead andfor anyusemdbamciigto sign, execute, certify, swear to, ackiuovwledge,
delivmiileandxccordmyUnitsorcthainstrimaitsandanyanuaidmentsthadowhichmayberequixredtobeiiledbythe
LTD under the laws off the StdeofOhioormyolharjurisdictioninwhichtheLTD shalltransactbusinesscxinwhidithe
Ms|nagi1ngMaunber of theLTD shalldeanitadvisablctoile,includingbmnotlilunitedtothcAxticlesofOrgmiz|ticnmd
Operating Agrecnuan (enclosed herewith), cextiiicates of fictitious names as required by law, provided, however, that the
pofwu-Qfuuomneygramtedhaebyshallnotconstituteawaiverof,orbeusedtoavoid,therightsoftheunderswrlcdu1uda'the
Opaatingisglremneutorbeusedinanyothermannerinconsistentwithtbcdatusofthe Organization as aLTD or thelilunited
1iabi1ityof theMellnbers.

Thispowadatilcmeysballbedeauuedccupledwithaninterest,shallbeirrevocmble andshallsurvivemydeathorincapacity.

This Subscripition Agireenuent shall be construed in accordance with and governed in all respects by the laws of Ohio.

,thisExecuted at day of ,1997

WITNESSES:

9 Signature

Joint Signature, if any

PLEASE SUPPLY mE FOLLOWING INFORMATION:

Full Name
Social Security/IIax I.D. #
Joint Owner Name, if any
Social Security/IIax I.D. #
Address

Unit(s) to be held as: Individual
Joint Tcnams w/right of
survivorship
Talents in Common
Corporate
Pmtuarsbip
ems:

ACCEPTED BY:
TOWER VENTURE, Managing Member
TOWER VENTURE 97 1 A

o
DateBY

ACC00040 Exhibit H, P. 2
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EXHIBrr I

INSURANCE BUY-OUT AGREEMENT

X \ THIS AGREEMENT is entered into this _I)• day of 2

between

199_ ,
("Purchaser") and

(" Seller") and provides as follows:

pF,(T['AIs

Whereas, Seller owns a Group Life Insurance Policy No.
Life Insurance Company on

I

issued by
(hereinafter the "policy"),

Whereas, Seller has been stricken with a life-threatening disease and wishes to obtain
the discounted value of his insurance policy at this time,

Whereas, Purchaser is willing to pay to Seller at this time a significant sum of money,
agreed upon between the parties, in consideration for becoming the sole owner and beneficiary on the
policy,

NOW, THEREFORE, in consideration of mutual covenants and considerations set
forth herein, the adequacy of which is agreed to be so$cient, the parties agree as follows:

1. P AYTVIFNT BY PTTRCHASER Purchaser hereby pays to Seller the sum of
the receipt of which is hereby acknowledged 'um consideration for the

purchase of the policy and designation ofpurchasa' as the sole beneficiary of the policy.

2. SAI F OF pm ICY AND DESIGNATION or BFNFFICIABY In consideration
of the payment Hom Purchaser, Seller hereby sells, assigns and transfers all of his right,
title and interest 'm the policy to purchaser, and immediately Seller will forthwith upon
signing this Agreement designate Purchaser as the sole and exclusive beneficiary under
the policy (hereinafter "designation"). In connection with the designation, Seller
understands andagreesthat any prior beneficiaries shall retain no further interest in the
policy or its proceeds and that Seller will name no other beneficiary other than
Purchaser Rita the designation Seller will give to Purchaser a copy of the designation
(as well as any other proof of the designation that may exist) simultaneously with giving
the designation and notice of sale of the policy to the insurer or its agent. Seller
understands that Purchaser and only Purchaser will receive monetary benefits under
the policy in the event Seller dies after the date of the designation.

3. CONSIWNT TG UESIGNATIGN Seller hereby grants to Purchaser and/or
hisagentsthe right to verify with the insurer that the designation has been made and
is e&lective 'm all respects.

4.

O
FUI I v KNOWI HWGF, AND UNDER ST ANDTNG Seller hereby acknowledges that
he has entered into this Agreement with full knowledge and understanding that
Purchaser will receive 100% of the insurance proceeds in the event of Seller's death
in consideration for the payment which Purchaser has made to Seller. In that regard,
Purchaser has told Seller that he [she] should consult his [her] own lawyer or other
counselor with this transaction.

[Page 36]
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5. INTT TNCTWN Seller acknowledges that if Seller breaches this Agreement,
Purchaser has no adequate remedy at law. In the event that Seller retires or fails,
for whatever reason, to make the designation, Seller hereby consents to a Temporary
Restraining Order, Preliminary and Permanent Injunctions of a mandatory nature
whereby the court can order the designation to be made for the benefit of Purchaser.
In that regard, Seller hereby wolves any further notice and hereby agrees that the
court may act without notice on Ex Parte basis upon Purchaser's request.

6. DIR Ff7T CGMWTNICATIGN The executor/executrix or administrator of Sellers
Estate is , located at
telephone number . Seller hereby authorizes Purchaser
to contact this person if the need arises 'm order to effectuate this Agreement.

7. I]-TGAI, FEES AND C09T In the event a dispute arises under this Agreement, the
prevailing party shall be entitled to reasonable attorneys fees and costs in addition to
any other relief to which the prevailing party may otherwise be entitled.

8. VFNUE In the event a dispute arises under this Agreement, the parties hereto agree
that it shall be resolved in the Dayton, Ohio , where venue shall lie.

Seller:

O
Name Date

Purchaser:

By:
Date

ACC00042
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EXHIBIT J

z

ARTICI .ES OF ORGANIZATION

TOWER VENTURE 97-A,LTD
An Ohio Limited Liability Company

8141 n. MAIN STREET
DAYTON, OHIO 45415

•
ACC00043

S-3439A
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~¢

ARTICLES OF ORGANIZATION
or

TOWER VENTURE 97-A1 LTD

The unders igned,  Tower Venture,  an Ohio Bus iness Trust ("TV") ,
as Forming and Managing Member of a L imited Liabil ity Company, Tower
Venture 97-A, LTD (The "Company") pursuant  to  the  Oh io  L i l i th
L i a b i l i t y  c ompa ny  Ac t  ( The  "Ac : t " )  a dop t s  t he  f o l l ow ing  A r t i c l e s  a t
o r g a n i z a t i o n .

1 . Name .
venture 97-A,

The
LTD I

name of the Limited Liability Company is Tower

2 .  D u r a t i o n .  I t s  p e r i o d  o f  d u r a t i o n  i s  t h i r t y  y e a r s  f r o m  t h e
d a t e  o f  f i l i n g  o f  t h e s e  A r t i c l e s  w i t h  t h e  O h i o  S e c r e t a r y  o f  S t a t e
unless (a) extended by the Members, (b) sooner dissolved by the
members, or (c) dissolved upon a statutory event of dissolution.

3. Purpose. This Limited Liability Company is organized to
enter into and engage in any lawful business permitted by the Act on
the laws of any jurisdiction in which The company may do business.
The Company shall have the power and authority to do all things
necessary or convenient to accomplish its purpose and operate its
business. Unless otherwise determined by the affirmative vote of all
members, the business of the Company shall be limited to a long-term
loan transaction as a joint venturer with another entity to borrow
thirty million dollars and to invest a portion of the loan proceeds
in short term investments and a portion in viatical insurance
contracts.•

4. Registered Agent & Office. The name of The Company's
registered agent, whose consent to Appointment as Registered Agent
accompanies these art ic les, is.phi1ip A. Lehman, and the address of
the registered off ice is 8141 N. Main street, Dayton, Ohio 45415.

5. classes of ownership. There shall be two (2) classes of
ownership in the Company, which classes shall be designated as Class
I and Class II.

c1 a4s T Wemhefshin. Class I members shall not be required
to contribute to capital and no Share Certificates shall be issued
for Class I membership. The authority to manage the affairs of the
company shall be vested in the Class I Members, the nature and
extent of which management shall be set forth in the Operating
Agreement. Class I interest in the Company shall be limited to 75%
of the gross profits or losses after the Primary Distribution has
been made to the Class II Members. The persons holding Class I
membership may also hold Class II membership and any contribution to
capital made by such persons shall be made as Class II Members and
share certificates awarded accordingly to such persons as a class II
Members.

•
N1 a§9 TT membership. Class II Members shall consist of those

who contribute to the capital of the company for which they shall
receive Share Certificates, as provided in these Articles. Although
management of the affairs of the company is vested in the Class I
Members, the affirmative vote of a majority of the equity interest
of the Class II Members must be obtained in order to amend these

Exhibit J. p. 1
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Articles, or amend the Operating Agreement, or to fundamentally
change the nature or structure of the Company or its business. The
affirmative vote of all Members of Class II must be obtained to
admit a new Member who has not acquired his membership directly from
the Company. Class II interest in the company shall consist of the
right to the Primary Distribution, and to any and all other rights
of ownership, subject to the provisions of these Articles, including
the return of capital contribution in the event the long term loan
transaction is not completed.

primary Distribution. The Primary Distribution is a
distribution of funds to be made to Class II Members from the short
term investment of long term loan proceeds in the aggregate amount
of $13,S00,000. Upon completion of the long term loan transaction,
the primary Distribution made from each short term investment of
loan proceeds shall have been made to each Class II member in the
aggregate gross sum of $32,141 for each Unit or Share held by said
respective Class II Member.

6. capitalization. The interest of the Class II members in the
Company will be evidenced by share Certificates evidencing ownership
in the Company. The issuance of Four Hundred Twenty (420) shares or
Units is hereby authorized. Each Share shall represent a Unit of
ownership in the Company obtained by the Members capital
contributions in the amount of $25,000. The company shall issue one
(1) share for each unit of $25,000 captial contribution. A Share
Certificate must represent at least one (1) unit of ownership and
may represent more than one (1) ownership Unit/share.

7. No Additional Liability of Members tor contribution. No
additional capital contributions will be required beyond those
committed in Article 6.

s. Transfer of Interest Except as provided herein, a Member's
interest in the Company is not subject to assignment or transfer,
however, the Members economic interest may pass by inheritance. Any
Member who obtains the written consent of the Managing Member to
transfer said Member's interest, or a portion thereof, may effect
such transfer upon receipt of such written consent, and must within
ten (10) days of such transfer provide the Managing Member written
confirmation of such transfer and copies to such transfer
documents. When so allowed, the transferee shall be entitled only to
the transferring Member's proportionate share of the Company capital
and profits represented by the interest so transferred but shall
have no other rights, including the right to participate as a Member
unless later unanimously elected by the Members to be a Member of
the company.

9. Admission of Additional Members. new owners of an interest
in the Company who take their interest directly from the company
will be admitted as Members and, in the case of Class II Members,
w i l l be issued Share Certificates i n accordance with their
respective capital contribution. New owners of an interest in the
Company who take their interest by assignment, inheritance, or
operation of law wi l l not be members and wi l l be admitted to
Membership and receive Share Certificates in their own names only
with the subsequent written consent of all Members.

10. Amendment of Articles. These articles may be amended only
by a majority in interest vote of the Members.

Exhibit J, p. 2
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11. Agency Authority. A11 authority to contract and otherwise
act for the Company is vested in its Managing Member (TV) . Subject
to the provisions of Article 5.

12. Records.
by any member the fol lowing records at i ts principal  of f i ce:

-

The Company must maintain for review and copying

A  l i s t  o f each Member by membership class designation
containing the ful l  name and last know mai l ing address.
A  copy  o f  t he  a r t i c l e s  o f  o rgan i za t i on  and  o f  t he
Operating Agreement and all amendments thereto and a copy
of any prior agreements no longer in effect.
A  copy  of  a l l  tax  re tu rns  and f i nanc i a l  s ta tements  for
last  three years of  operat ion.
A l i s t  of  contr i but i ons f rom and di st r i but i ons to each
member by the Company as required under Ohio Revised Code
Section 1705.28

Company, if there
13. continuity. The remaining Members of the Limited Liability

are two or more, have the right to continue the
business by a majority in interest vote upon the death, retirement,
resignation, expulsion, bankruptcy or dissolution of a Member or
occurrence which
Membership
distribution of profits shall be determined from the company's books
by the Managing Member, and paid at the direction of the Managing
Member, at a time determined by the Managing Member, without
diminishing the prospects of the Company's ventures.

of any other event terminates the continued
of a Member in this Company. Any return of capital or

14. Management. The business of the company shall be conducted
under the excusive management of its Members by the Managing Member .
If the Managing Member is unable to serve when the membership may
vote by majority to elect a new Managing Member.

Dated this 2 t h day of F'ebv°uarv , 1997.

IN WITNESS WHEREOF:

FORMING AND MANAGING MEMBER:
Tower Venture, an Ohio Business Trust (ORC CH.1746)

By :
Philip A. Lehman
of Tower venture

Managing Director

By:
Kenneth R. Wiseman
of Tower Venture

Di rector

CONSENT TO
APPOINTMENT AB REGISTERED AGENT

I, Phil ip A. Lehman, accept the appointment as registered agent
and state that I am fami l iar wi th the dut ies as agent.

DATED this 20th day of February , 1997.

Phil ip A. Lehman

ACC00046 Exhibit J, p. 3
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EXHIBIT K

.

GPERATING A GREEMENT

TOWER VENTURE 97-A, LTD
An Ohio Limited Liablilty Company

•
8141 n. MAIN STREET
DAYTON, OHIO 45415

ACC00047
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TOWER VENTURE 9'7-A LIMITED LIABILITY COMPANY

•
ARTICLE I. OFFICES

1.1 Principal Office
1.2 Registered Office and Agent

ARTICLE 11. MEETINGS
2.1 Annual Meeting
2.2 Regular Meetings
2.3 Special Meetings
2.4 Notice of Meetings
2.5 Quorum
2.6 Proxies
2.7 Voting by Class II Members
2.8 Manner of Acting

2.8.1 Formal Action by Members
2.8.2 Procedure
2.8.3 Presumption of Assent
2.8.4 Informal Action by consent of Members

2.9 Order of Business
2.10 Telephonic Meeting

ARTICLE III FISCAL MATTERS
3.1 Fiscal Year
3.2 Deposits
3.3 Checks, Drafts,
3.4 Loans
3.5 Contracts
3.6 Accountant
3.7 Legal Counsel

Etc.

ARTICLE Iv. SHARE CERTIFICATES OF CLASS
4.1 Share Certificates
4.2 Certificate
4.3 Transfers of Share Certificate

II MEMBERS

ARTICLE v. BOOKS AND RECORDS
5.1 Books and Records
5.2 Right of Inspection
5.3 Financial Records

ARTICLE VI. DISTRIBUTION OF PROFITS

ARTICLE VII. MANAGING MEMBER
7. 1 Managing Member

ARTICLE VIII. FEE AND REIMBURSEMENT OF MANAGING MEMBER

ACC00048
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ARTICLE IX. GENERAL PROVISIONS
9.1 Notice
9.2 Waiver of Notice
9.3 Indemnification By Company
9.4 Indemnification Funding
9.5
9.6 Anticipated Transactions
9.7 Gender and Number
9.8 Articles and other Headings
9.9 Entire Agreement
9.10 Assignment
9.11 Execution of Other Documents
9.12 Binding Effect
9.13 No Waiver of Future Breach
9.14 Execution of Multiple Orginals
9.15 Attorney Fees
9.16 Governing Law
9.17 Severability

Duality of Interest Transactions

ARTICLE x. AMENDMENTS
10.1 Amendments

RATIFICATION and EXECUTION

ACC00049
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Operating Agreement
of

TOWER VENTURE 97-A LIMITED LIABILITY CQMPANY

FORMED FEBRUARY to I 1997

ARTICLE I.
OFFICES

w i t h o u t  t h e  s t a t e  o f

1 .1 p r i n c i p a l  O f f i c e . The  p r i n c i p a l  o f f i c e  o f  t he  Company  i n
the  S ta te  o f  Oh io  w i l l  b e  lo ca ted  a t  8141  no r th  Ma in  s t r ee t ,  Da ron ,
Oh io  45415.  The Company may have o ther  o f f ices , e i t h e r  w i t h  n  o r

Ohio as the Managing Member may
t h e  b u s i n e s s  o f  t h e  C o m p a n y  m a y  f r o m  t i m e  t o  t i m e  r e q u i r e .

designate as

1.2 Registered Office and mqent. The registered office of the
Company, required by the Ohio Limited Liabi l i ty Company Act to be
mainta ined in  the State of  Ohio, may, but  need not ,  be i dent i ca l
wi th the Principal  Off i ce in the State of  Ohio. The address of the
ini t ial  registered off ice of the Company is 8141 North Main Street,
Dayton, Ohio 45415, and the initial  registered agent at that address
is Phi l ip A. Lehman. The registered off ice and the registered agent
may be changed from time to time by action of the Managing Member
and by f i l ing the prescribed form with the Ohio Secretary of State.

ARTICLE II.
MEETINGS

2 . 1 Ar \n11a1 m eet i ng. T h e  a n n u a l  m e e t i n g  o f  t h e  M e m b e r s  w i l l  b e
h e l d t h e f i r s t T u e s d a y i n t h e m o n t h o f J a n u a r y i n e a c h y e a r ,
b e g i n n i n g  w i t h  t h e  y e a r  1 9 9 8  a t  t h e  h o u r  o f  1 0 : 0 0  o ' c l o c k  a . m .  , f o r
t h e  p u r p o s e  o f  e l e c t i n g  a  M a n a g i n g  M e m b e r  a n d  f o r  t h e  t r a n s a c t i o n  o f
o t h e r  b u s i n e s s  a s  m a y  c o m e  b e f o r e  t h e  m e e t i n g . I f  t h e  d a y  f i x e d  f o r
t h e  a n n u a l  m e e t i n g  i s  a  l e g a l  h o l i d a y ,  t h e  m e e t i n g  w i l l  b e  h e l d  o n
t h e  n e x t  s u c c e e d i n g  b u s i n e s s  d a y .  I f  t h e  e l e c t i o n  i s  n o t  h e l d  o n  t h e
d a y d e s i g n a t e d i n t h i s A g r e e m e n t f o r t h e a n n u a l m e e t i n g o f t h e
M e m b e r s , o r  a t  a n y  a d j o u r n m e n t  o f  t h e  m e e t i n g , t h e  M e m b e r s  w i l l
c a u s e  t h e  e l e c t i o n  t o  b e  h e l d  a t  a  s p e c i a l  m e e t i n g  o f  t h e  M e m b e r s  a s
s o o n a f t e r w a r d a s  i t  m a y  c o n v e n i e n t l y  b e  h e l d .

2.2 Reqular meetings. The Members may prescribe the time and
place for the holding of regular meetings and may provide that the
adopt i on  o f  the  reso l u t i on  w i l l  cons t i tu te  not i ce  o f  the  regu l a r
meetings. If the Members do not prescribe the time and place for the
holding of  regular meet ings, regular meet ings wi l l  be held at  the
time and place speci f ied by the Managing member in the notice of
each regular meeting.

2.3 Qpecial meetings. Special meetings of the Members, for any
p u r p o s e  o r  p u r p o s e s ,  u n l e s s  o t h e r w i s e  p r e s c r i b e d  b y  s t a t u t e ; "  m a y  b e
c a l l e d  b y  t h e  M a n a g i n g  M e m b e r  o r  b y  a  m a j o r i t y i n i n t e r e s t  o f
members •

•

2 . 4 N o t i c e  h f  m e e t i n g s . W r i t t e n  o r  t e l e p h o n i c  n o t i c e  s t a t i n g  t h e
p l a c e , d a y a n d h o u r o f t h e m e e t i n g a n d , i n c a s e o f a s p e c i a l
m e e t i n g , t h e p u r p o s e s f o r  w h i c h  t h e  m e e t i n g i s c a l l e d , m u s t b e
d e l i v e r e d n o t l e s s t h a n t e n ( 1 0 ) d a y s b e f o r e t h e d a t e o f t h e
m e e t i n g ,  e i t h e r  p e r s o n a l l y  o r  b y  m a i l ,  b y  o r  a t  t h e  d i r e c t i o n  o f  t h e
M a n a g i n g  M e m b e r , t o  e a c h  M e m b e r  o f  r e c o r d  e n t i t l e d  t o  v o t e  a t  t h e
m e e t i n g .  I f  m a i l e d ,  t h e  n o t i c e  w i l l  b e  d e e m e d  t o  b e  d e l i v e r e d  w h e n
d e p o s i t e d  i n  t h e  U n i t e d  s t a t e s m a i l , a d d r e s s e d  t o  t h e  m e m b e r  a t  h i s
a d d r e s s  a s  i t  a p p e a r s  o n  t h e  b o o k s  o f  t h e  C o m p a n y ,  w i t h  p o s t a g e
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prepaid. When all the Members of the Company are present at any
meet ing,  or  i f  those not present s ign in  wr i t ing  a waiver  o f  not ice
of the meeting, o r  subsequent ly  rat i fy  a l l  the  p roceed ings  o f  the
meeting, the transactions o f are as as i f a
meeting were formally cal led and been given.

the meeting
notice had

valid

interest

I
than a majority in

of the interests so represented

at a meeting of Members. The Managing Member, as a
shall not have a vote. If less
represented at a meeting, a
may adjourn the meeting from
an adjourned meeting at which
any business may be transacted
the meeting as originally notified. The Members present at
organized meeting may continue to transact
adjournment, notwithstanding the withdrawal of
leave less than a quorum.

2.5 Qggrgm. At any meeting of the Members, a majority in
of the Class II Members, as determined from the capital

contribution of each Member as reflected by the books of the
Company, represented in person or by proxy, will constitute a quorum

Class Member,
interest are

majority
time to time without further notice. At

is present or represented,
might have been transacted at

a duly
business until

enough Members to

a arum
w13.uch

2.6 Proxies. At all meetings of Members, a Member may vote by
proxy executed in writing by the Member or by his duly authorized
attorney-in-fact. The proxy must be filed with the Managing Member
of the company before or at the time of the meeting. No proxy may be
valid after three months from date of execution, unless otherwise
provided in the proxy.

2.7 voting by Class TT Members. Share Certificates standing in
the name of a corporation, partnership or company may be voted by
the officer, partner, agent or as Bylaws of the entity may
prescribe or, in the absence of
Directors of the entity may determine. Share certificates held by a
trustee, personal representative, administrator, executor, guardian
or conservator may be voted by him, either in person or by proxy,
without a transfer of the certificates into his name.

proxy the
such provision, as the Board of

2-8 Ma"*v=r of nm-,inq_

2.8.1 Formal arutirm by members.
majority in interest of the Members present at a meeting at which a
quorum is present will be the act of the Members. On demand of any
Member, vot ing on a p a r t i c u l a r issue may be by sec ret wr i t ten
ba l l o t .

Resolutions passed by the

business not vote on any matter. A record must be maintained

2.8.2 Prnrteriure. The Managing Member of the Company will
preside at meetings of the Members, may move or second any item of

but may '
by the Managing Member in the form of minutes of the meetings of the
Members. The Managing Member shall appoint and provide a recording
secretary for each meeting. The Members may adopt their own rules of
procedure which may not inconsistent this
Agreement,

be with Operating
otherwise Roberts Rules of order will be followed.

2.8.3 presumption hf assent. A Member of the
present at a meeting of the Members at which action is
taken will be presumed to have assented to the
his dissent is entered in the minutes of the meeting or unless he
files his written dissent to the action with the person acting as
the secretary of the meeting before the adjournment of the meeting
or forwards his/her dissent by certified mail to the secretary of
the meeting within three (3) days immediately after the adjournment
of the meeting. The right to dissent will not apply to a Member who
voted in favor of the action.

Company who is
on any matter

action taken, unless

Exhibit K, p. 4

ACC00051
[Page 46]

.Q_qAqQA



provided by law, any action required to be taken at a meeting of the
Members, or any other action which at a meeting of the
Members, may be
setting forth the action so taken,
entitled to vote with respect to the subject matter thereof .

2.8.4 Informal Action by Consent of members. Unless otherwise

may be taken
taken without a meeting if a consent in writing,

is signed by all the Members

Managing Member.

2.9 Order of Business. The order of business at all meetings
of the Members shall be as follows:

1. Roll call.
2. Proof of notice of meeting or waiver of notice.
3. Reading of minutes of preceding meeting.
4. Report of the
5. of Committees.
6.
7. new Business.

Reports
Ulf finished Bus ness .

2.10 Telephnnin Meetipq. Members of the company may
participate meeting of by means of conference
telephone or persons participating in
the meeting can hear one another for the entire discussion of the
matter(s) to be voted on. Participating in a meeting pursuant to
this Section will constitute presence in person at the meeting.

in any the Members
similar communication if all

ARTICLE III
FISCAL MATTERS

•

3.1 Fiscal year . The fiscal year of the Company will begin on
the first day of January and end on the last day of December each
year, unless otherwise determined by resolution of the Members.

3.2 Depneitq.
time to time to the credit
companies
subject

A11 funds of the company will be deposited from
of the Company in the banks, trust

or other depositories as the Managing Member may select,
to change by resolution of the Members.

3.3 checks , Drafts , F1'.r1. All checks, drafts o r
for the payment of money, and all notes or other
indebtedness issued in the name of the Company will be signed by the
Managing Member.

other orders
evidences of

3.4 LQ§I1S- Only the proposed long term 30 million dollar loan
to be obtained by the Company as a co-venturer with Karlinmar
Corporation is hereby authorized and approved by the Members for
execution by the Managing Member in the discretion of the Managing
Member. No other loans contracted on behalf of the Limited
Liability Company
related to said
unless authorized by a resolution of
be general or confined to specific instances.

may be
or no evidences of indebtedness other -than as

long term loan transaction may be issued in its name
the Members. The authority may

enter into and execute
company in
relation to operation of the Company. The
and direct only the Managing Member and

3.5 Contracts. The managing Member shall have the authority to
contracts instruments in the name of the
relation to transactions approved by the Members and in

Members may not authorize
no other to enter into any

contract or execute any instrument in the name of and on behalf of
the Company, and such authority may be general or confined to
specific instances.

Exhibit, K. p. 5
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3.6 mfvwzntant - An Accountant
t ime  by  t he Managing Member to
services as may be required from
removed by the Managing Member without assigning any cause.

may be  se lec ted f rom t ime to
_perform such  t ax and account ing

time to time. The accountant may be
8'
1\.

3.7 Legal Counsel. One or more Attorney (s) at Law may be
selected from time to time by the Managing Member to review the
legal affairs of the Company and to perform other services as may be
required and to report to the Managing Member with respect to those
services.
without assigning any cause.

The Legal Counsel may be removed by the Managing Member

. ARTICLE Iv.
SHARE CERTIFICATES OF CLASS II MEMBERS

4.1 Share Cer'l'.ifir1a1~,es.  Share  Cert i f i ca tes  represent ing  equ i ty
ownership interest in the Company by c lass I I  Members wi l l  be in the
form determined by the Managing Member. Cert i f icates must be s igned
by the Managing Member. A l l C e r t i f i c a t e s must be consecut ive ly
(serially) numbered. The name and address of the person to whom the
Share Cert i f icates are issued, with the Capita l  Contr ibut ion and the
ra te  o f  i ssue ,  must  be  ente red in  the  share  Cert i f i ca te  Reg is te r  o f
the Company. I n case of a l o s t , destroyed or mut i lated Share
Cert i f icate, a new one may be issued on the terms and indemnity to
the Company as the Managing Member may prescribe.

4.2 Share C e r t i f i c a t e persister . A record of a l l C lass I I
Members , t h e i r Share Ce r t i f i c a t e s ,
contr ibut ion, and a l l  changes in Members or the ir amount of  capita l
contribution must be maintained by the Managing Member in a Share
Ce r t i f i c a t e  Reg i s t e r .

the amount of t he i r c a p i t a l

4.3 T rans f e r s  o f  Sha re  ce r t i f i c a t e .
t rans fe r  or  to  ass ign h is  Cert i f i ca te  must  f i rs t  not i fy  the  Manag ing
Member, i n  w r i t i n g , o f  a l l  t h e  d e t a i l s  a nd  c o n s i d e r a t i o n  f o r  t h e
proposed transfer or ass ignlnnent. Any transfer or assignment must be
approved by the Managing Member i n wr i t i ng , and w i l l not be
ef fect ive  wi thout  such approva l .

Any Member proposing_to

ARTICLE v.
BOOKS AND RECORDS

5.1 Books and Rerznrrls. The books and records of the company
m u s t  b e  k e p t  a t  t h e  p r i n c i p a l  o f f i c e  o f  t h e  C o m p a n y  o r  a t  o t h e r
places, with in  o r  w i thout  the s ta te  o f  Oh io ,  as  the Manag ing  Member
or  members from t ime to t ime determine.

5.2 Fight hf Tnsvperatinr . Any Member of  record wi l l  have the
right to examine and make copies, at  any reasonable  t ime or t imes
fo r a l l purpose, the books and records o f account, minutes and
records o f Members. The inspect ion may be made by any agent or
attorney of  the Member. on the writ ten request of  any Member, the
Company must ma i l t o such Member i t s most recent f i n a n c i a l
statements, showing in reasonable detail its assets and liabilities
and  the  re su l t s  o f  i t s  ope ra t i ons .

5 . 3 Fi*1a1~r=i al Fennrdm
will be maintained
accounting practices .

and
Al l  f inancial  records of  the Company

reported based on genera l l y  acceptable
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ARTICLE vi •
DISTRIBUTION OF PROFITS

The Venture Capital Account in the Company will consist of net
loan proceeds paid to the Company out of the loan transaction escrow
minus the sum of $13,500,000 allocated to short term investments by
the Company. The short term investments will be liquidated and
distributed to investors ("Primary Distribution") with in

five days of the investment.
Venture Capital the purchase of viatical

policies ("insurance buyout") under a program approved by
the Managing Member. The distribution of funds and securities from
the Venture Capital Account will be allocated and disbursed 25% to
Class II Members and 75% to Managing Member. These distributions
will be made periodically based on receipts from the insurance
policy payouts and resulting availability of funds. All accounting
and tax preparation will be completed by the Managing Member. The
fees for such services will be 1% of monies in Venture Capital
Account billed annually.

approximately thirty (30) to forty (_45)
The Account will invest in
insurance

ARTICLE VII I
MANAGING MEMBER

7.1 manaqinq member. The Company shall be managed by a single
Managing member, who will be the chief executive officer (CEO) of
the Company
business and affairs of the Company.
Member will preside at all meetings of the Members. The Managing
Member may sign, on behalf of the Company, deeds, mortgages, bonds,
contracts or other instruments which have been appropriately
authorized by the Members to be executed, except in cases where the
signing or execution is expressly authorized or delegated by the
Members or by this Operating Agreement or by Statute to some other
officer or Agent of the company; and, in general, Managing Member
will perform all duties as may be prescribed by the Board from time
to time. In the event the Managing Member is an entity, then the
chief executive officer of said Managing Member entity shall be the
individual who acts on behalf of the Managing Member as CEO of the
company.

responsible for the general overall supervision of the
When present, the Managing

The specific authority and responsibility
Member will also include the following:

of the Managing

(1) The Managing Member will effectuate this Operating
Agreement and the Resolutions and decisions of the Members.
(2) The Managing Member will direct and supervise the
operations of the company and preside at meetings of Member.
(3) The Managing Member, within parameters as may be set by the
Members, will establish charges for services and products of
the Company as may be necessary to provide adequate income for
the efficient operation of the Company.
(4) The Managing Member, within the budget established by the
Members, will set and adjust wages and rates of pay for all
personnel of the Company and will appoint, hire and dismiss all
personnel and regulate their hours of work.
(5) The Managing Member will keep the Members advised in_al1

services
rendered, operating
and, to this end, will
Members
directed by the Members.

matters pertalnlng to the operatlon of
' and

the Company,
income expense, financial position,

prepare and submit a report to the
at each regular meeting and at other times as may be

ACC00054
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ARTICLE VIII l
FEE AND REIMBURSEMENT OF MANAGING MEMBER

E
'

Fee and Reimbursement. The Managing Member w i l l receive
reimbursement for expenses reasonably incurred in the performance of
its duties. All accounting and tax preparation will be completed,
minutes of meetings of Members maintained, records of the Company
kept, and investments of the Company managed.

ARTICLE IX
GENERAL PROVISIONS

9.1 HQ3;i.Q§~ Any no t i c e required or permitted t o be given
pursuant t o the prov is ions o f the statute, the A r t i c l e s of
Organ izat ion  o f  the Company o r  th i s  opera t ing  Ag reement  w i l l  be
e f fec t ive  as  o f  the  date  per sona l ly  de l i ve red ,  o r  i f mai l ,
on the date deposited with United States Postal Service, and
addressed to the in tended  rece ive r  a t  h i s las t  known address  as
shown in the records of the Company.

sent by
prepaid

9.2 W*Liyer of Notice. Whenever any notice is  required to be
g iven  pursuant  to  the  p rov is ions  o f  the  S tatu te , t h e  A r t i c l e s  o f
Organization of the Company or this of
the notice, in writing, signed by the persons
notice, whether before or after the time stated therein, will be
deemed equivalent to the giving of the notice.

Operating Agreement, a waiver
e n t i t l e d to the

9.3 Tndemnifinatinn By Cnmnanv. The Company may indemnify any
person who was or is a party defendant or is threatened to be made
a party defendant to any threatened, pending or completed action,
su i t  or  proceed i ng, whether  c i v i l , criminal , administrat ive, or
i nvest i gat i ve ( o t h e r  t h a n  a n  a c t i o n  b y  o r  i n  t h e  r i g h t  o f  t h e
Company) by reason of the fact that he i s or was a Member of the
Company, off i cer, employee or agent of the Company, or i s

attorney's fees) , judgments, fines and amounts paid in sett lement
him connect i on wi th  the

to the best interest of the company, and with respect
proceeding, no reasonable

unlawful . The termination of a c t i on ,  su i t ,

or was
serving at the request of the Company, against expenses (including

actua l l y  and reasonably  i ncurred by i n
action, suit or proceeding i f the Members determine that he acted in
good fai th and in a manner he reasonably bel ieved to be in or not
opposed to any
cr imina l  act i on  or has cause to bel i eve
his conduct was any or
proceeding by judgment, order, settlement, conviction, or on a plea
of  noon  cnntepdere  or  i t s  equ i va l en t ,  w i l l  not  i n  i t se l f  c reate  a
presumption that the person did or did not set in good fai th and in
a manner which he reasonably bel ieved to be in the best interest of
the Company, and, with respect to any criminal action or proceeding,
had reasonable cause to bel ieve that his conduct was unlawful .

9.4 Tndemnificatinn p u n d i t . The Company w i l l fund the
indemnification obligations provided by Section 8.3 in the-~manner
and to the extent the Members may from time to time deem proper.

9.5 D\\a1 i*~y of Tntereef. waneactinns. Members of this company
have a duty  o f  und iv ided ,  loyal ty  to  th is  company i n  a l l  m a t t e r s
af fec t ing  th is  Company's  interests .

9.6 Anticipated Transactions- Notwithstanding the provision of
Sect ion 8.5, i t  i s  an t i c i pated that  the  members  w i l l  have  other
l ega l and financial relationships. Representatives of this company,
along with representatives of other enti t ies, from time to time may
part i c ipate in the joint development of  contracts and transact ions
designed to be fair and reasonable to each part i c ipant and to af ford
an benef i t t o a l l part i c i pants. Therefore, i t i s
ant i c i pated that  th i s  Company wi l l  des i re  to part i c i pate i n  these

Exh i b i t  K .  p .  8
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V contracts and transactions and, after ordinary disclosures and
review for reasonableness, that the participation of the Company in
these contracts and transactions may be authorized by the Members .

9.7 Gender and number. Whenever the context requires, the
gender of all words used this Agreement will include the masculine,
feminine and neuter, and the number of all words will include the
singular and plural.

9.8 Arltirxles and other Heariinqs. The Articles and other
headings contained in this Operating Agreement are for reference
purposes only and will not affect the meaning or interpretation.

9.9 Fntire Aqreevqenf,
entire agreement
understanding
matters herein contained, whether verbal or written.

. This Agreement constitutes and is the
of the part ies and supersedes al l other pr ior

and/or agreements between the parties regarding the

9.10 aseiqnment. No party to this Agreement shall be entitled
to assign its interest herein, or any portion thereof, without the
prior written approval of the Managing Member.

9.11 Fvenutinn hf Gther Dnnqments. Each of the parties hereto
agrees to execute '
perform the intentions of

any other documents reasonably required to fully
this Agreement.

9.12 Binrll'nq Pf ferzt This Agreement
binding upon the their
personal representatives, successors and

parties hereto ,
shal l inure  to

agents , employees ,
assigns.

and b e
heirs,

9.13 Hr waiver hf Future Breach. The failure of one party to
insist upon strict performance or observance of this Agreement shall
not be a waiver of any future breach or of any terms or conditions
of this Agreement.

9.14 Fxef1\1+»if>n of multiple Orqinals. Multiple Orginal
counterparts of this Agreement shall be executed by these parties ,
and a true and correct copy of the signature of the Managing Member
on counterparts of this Agreement signed by one or more Class II
Members shall be sufficient. The aggregate of counterparts of this
Agreement, each signed by one or more Class I I Members shal l
constitute the whole of this Agreement and an ordinal of each
counterpart shall be kept by the Managing Member in the records of
the Company.

9.15 Attorney's Fees. In the event of any arbitration or
litigation arising out of this Agreement among any of the parties
hereto, heirs, representatives, agents, successors or
assigns, the parties shall be entitled to recover costs
and attorney's fees.

their personal
prevailing

9.16 Gnverninq T.aw4. This Agreement sha l l
interpreted by the laws of the State of Ohio.

be governed and

9.17 Severabi l i ty In  the event  any prov i s i on or sect i on of
this Agreement conflicts with the applicable law, such conflicts
shall not affect the provisions of the Agreement which can be given
effect without the conflicting provision.

ARTICLE X.
AMENDMENTS

10.0 Imenrlmevwts. This Operating Agreement may be altered,
amended, restated, or repealed and a new Operating Agreement may be
adopted by the affirmative a l l  of  the
Members, after notice and opportunity for discussion of the proposed
alteration, amendment, restatement, or repeal .

majority in interest vote of
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CERTIFICATION

THE UNDERSIGNED, being all of the Members of TOWER VENTURE 97-
A, LTD An Ohio Limited Liability Company, evidence their adoption
and r a t i f i c a t i o n of the foregoing Operating Agreement o f the
Company.

EXECUTED by each Member on the Date indicated.

CIW I Manavinv Member

Tower Venture, an Ohio Business Trust

By:
Philip A. Lehman, Managing Director

Date:

C1358II Members'

Date: Date:

Date: Date:

ACC00057
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rr PRIVATE PLACEMENT M;EMORANDUM
FOR ACCREDITED INVESTORS G

'6"§">0'

Baylor/Gavic LLC, An Ohio Limited Liability Company ("Company")

°'e-

0 9  (
% <2~

'%»"'<5

9
% 2

6 '%"¢ 6
O¢o,?9 QU

*<&%
OEeming Consisting of " q_"; ,

Units of Preferred Ownership Interest with Preferred Membership ('°Units") In the Company 49 (9
~%» a

Co-Sponsors: ("Tower Venture")

$50,000,000
OHIered From August 15, 1998 through October 15,1998

(May be extended to December 15, 1998. See Period of Offering)
Tower Venture LLC, an Ohio Limited Liability Company.

and Baylor/Gavic Associates LLC

{5\O 2
o

~9%
6

494

Price to
Investor (1)

Underwriting
Commission (2)

Net Proceeds
For Investing

Minimum Per Investor
Minimum Of Offering
Maximum Of Offering

$ 1,000,000
$ 1,000,000
s 50,000,000

None
None
None

$ 1,000,000
s 1,000,000
$ 50,000,000

(1) The amount of a Unit shall be $1,000. A minimum of One Thousand Units per Investor
is required. No fractional Units will be permitted.

(2) No commissions or other compensation for selling Units are available.
l

THIS OFFERING IS AVAILABLE ONLY To "ACCREDITED INVESTORS." Ti-IE INVESTOR MUST BE AN
"ACCREDITED INVESTOR" wmiln THE MEANING OF REGULATION D PROMULGATED UNDER THE
U.S. SECURITES ACT OF 1933, AS AMENDED, AND THE INVESTOR SHOULD CONSULT IT'S OWN
LEGAL COUNSEL, ACCOUNTANT AND/OR OTHER PROFESSIONAL ADVISORS As TO LEGAL, TAX
AND OTHER RELATED MATTERS CONCERNING THIS QFFERING. (See Suitability and Advisors)

THIS OFFERING HAS NOT BEEN APPROVED OR DISAPPROVED BY mE SECURITIES AND
EXCHANGE COMMISSION OF THE UNITED STATES NOR BY ANY STATE SECURITIES AGENCY.
NEITHER mE SECURITIES AND EXCHANGE commlsslon NOR ANY STATE securities AGENCY
HAS PASSED UPON ms ACCURACY, ADEQUACY OR COMPLETENESS OF THIS OFFERING. ANY
REPRESENTATION TO THE CONTRARY Is A CR.1M1NAL OFFENSE.

3

THE PURCHASE OF THIS INVESTMENT SHALL NOT BE THE RESULT OF ANY OFFER OR
SOLICITATION GF AN EXEMPT SECURITY, OR EXEMPT TRANSACTION IN ANY jURISDICTION IN
WHICH SUCH AN OFFER OR SOLICITATION WOULD BE UNLAWFUL. NO PERSON oncER THAN THE
SPONSORS AND THE UNDERWRITER HAVE BEEN AUTHORIZED TO GWE ANY INFORMATION
(on~1ER THAN THAT CONTA.INED IN OTHER DOCUMENTS REFERRED To HEREIN) OR TO MAKE
ANY REPRESENTATIONS CONCERNING THIS OFFERING omER THAN THOSE CONTA1NED HEREIN,
AND LF GIVEN OR MADE, SUCH OTHER INFORMATION OR REPRESENTATION MUST NOT BE RELIED
UPON.

ACC00058
S-3439A
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proceeds while on deposit in the Escrow Account (net of bank escrow fees) in addition to the
amount which the Investor is entitled by Unit ownership in a Transaction.

A Transaction may be undertaken solely by the Company and not by any individual
Investor or in partnership with any Investor. The Company may enter into a joint venture with
other companies managed by Tower Venture LLC ("Jolmt Venture") to undertake a Transaction
on a pro rata basis as a member of said Joint Venture. The Joint Venture would be managed by
Tower Venture LLC. At any time after the investment proceeds ("Funds") accumulated and held
in the escrow account amount to Ten Million Dollars ($10,000,000) or more, the Company may
initiate the Transaction and break escrow. With the initiation of the Transaction, the Funds will
be transferred to and deposited in an interest bearing account ("Reserved Funds Account") in the
name of the Company or in the name of a Joint Venture in a money center bank ("Reserved
Funds Bank") in the United States or Europe, as the Company or the Joint Venture may
determine. .

The Funds will remain on deposit in the Reserved Funds Account for purposes of the
Transaction for a period not to exceed sixty (60) days. At no time Will the Reserved Funds
Account or the Funds therein be subject to any lien, claim, security interest, or hypothecation
whatsoever. During said sixty (60) day period, ,said Funds will be placed on hold for a period of
twenty (20) international banking days ("Reserved Period"`) pursuant to a contract entered into
by the Company or a Joint Venture with a trading company sponsored by a European money
center bank which will service the Transaction ("Transaction Bank"). Such hold or reserved
status of Funds is similar to the "blocking" of funds in that the Funds cannot be removed,
transferred, withdrawn or hypothecated during the Reserved Period. However, unlike blocking,
there is no underlying claim on said funds.

|

|

\
W

The Transaction takes place during the Reserved Period (see Summary of Transaction).
Funds and all proceeds derived by the Company from the Transaction (including its pro rata
share &om any Joint Venture) will be utilized to f irst pay their Maximum Return. Such
Maximum Return will be paid to the Investor within live international banking days after the end
of the Reserved Period. Upon said payment to Investor, investor's Units will be automatically
redeemed and cancelled and Investor's Preferred Membership in the Company will be
automatically terminated. No payment will be made by any Joint Venture or the Company to
Common Members of the Company, to others, or for any costs whatsoever, in the respective
Transaction until Investors have been paid their Maximum Return

I

On a "best efforts" basis, the Company expects, but is unable to assure, that the
Transaction will provide a substantial amount of profit. The actual amount of profit will remain
uncertain and unknown until just prior to the execution of the Transaction contract; however, the
profit is expected to be substantially greater than the amount required to achieve the Maximum
Return for an Investor. All profit received by the Company will be allocated to the Investors
(Preferred Members) until depleted or the investors have received their Maximum Remrn. The
remaining profit, if any, will be allocated to payment of Company costs and then to the Co~
Sponsors (Common Members). Once an Investor has received his Maximum Return for a
particular Transaction, his Units Will be redeemed, his preferred membership in the Company
represented by said Units will be terminated and he will have no further claim to any prost or
cash of the Company. Any consideration by an Investor to reinvest must be directed by the Co-
Sponsors to a separate Transaction under the Offering.
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USE OF PROCEEDS

. The entire proceeds from the Investor will deposited into the Reserve Funds Account
as part of the proposed transaction contemplated in this oHIering. See The Offering and
Transaction Summary).

Amount (000's Onlitted)

Minimum Maximum
USE OF IIWESTMENT PROCEEDS -

Deposited into Reserved Funds Account s 10.000 $ 50.000

MANAGEMENT

i

Management of the Company shall be exercised by Tower VentUre LLC, an Ohio
limited liability company, which is a Common Member of the Company and a Co-Sponsor of
this offering. As Managing Member of the Company, Tower Venture LLC will execute
policy set by the directors of the Company and pay the costs and liabilities of operating the
Company. As manager, Tower Venture LLC will be responsible on behalf of the Company
for the Company's compliance with all applicable federal and state statures and regulations
relating to the Company's formation, operation, and business. The dudes and responsibilities
of Tower Venture LLC as manager of the Company are set our in the Company's Operating
Agreement, Exhibit I hereto. The Company's board of directors consists of all Common
Members of the Company. (See Co-Sponsors/DireCtors).

l

Tower Venture LLC is managed and controlled by five directors: Philip A. Lehman,
John L. Runlet, Rick D. Shirred, Steve C. Swanson, and James R, "Jack" Stites. All decisions
made and all action taken by Tower VeNture LLC must be upon unanimous vote of the above
named directors, except that the vote of a single director can cause dissolution of Tower
Venture LLC. Whereas the ai3lairs of Tower Venture LLC will be managed by said Eve
directors, certain of the directors shall have various, specific responsibilities related to such
management. Philip A. Lehiman serves as chairman of the board of directors and as President
of Tower Venture LLC. John L. Run ft serves as Secretary of Tower Venture LLC and as
legal advisor. Independent of the onces of President and Secretary, all directors have been
and will be assigned specific tasks regarding the management and. operation of Tower
Venture LLC.

a

The ownership of Tower Venture LLC resides in the Ive entities listed below:

1. S & P Business Trust, an Ohio business trust,
mnvwged by Philip A. Lehman and Sara A. Merrick;

I 2. Karlinmar Holding LLC, an Idaho limited liability company,
owned by Run ft family entities and,
an Ohio business trust managed by John L. Ruuuit;

Baylor/Gavic LLC 6 ACC00061
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1981); Member, President's Partners, Albertsons College of Idaho (1982-1990, and several other
civic organizations.

Mr. Run ft has a B.A. degree 'm Political Science Nom Albertsons College of Idaho 'm 1962
in Caldwell, Idaho and a J.D. degree from the University of Chicago Law School in 1965. While
at the University of Chicago Law School, he was the recipient of a National Honor Scholarship
and he earned the Jackson Prize in Constitutional law. .

RICK D. SHIRRELL, age 41, is the founder and principal of Financiaul Consulting
Group, a consulting services imp. He established his Emu during 1990 to engage in providing
Enancid and technical services to major corporations, smaller companies and individuals. He is
currently a Director and Consultant for various organizations in finance and technology.

. From 1984 to 1990, prior to establishing his own firm, lvk. Shirred was a Senior Vice
President of Landmark Bankshares Corporation, a multi-billion dollar regional bank holding
company with headquarters in St. Louis. He was a member of the Executive Management
Committee and his responsibilities included operations, systems, acquisitions, merger and
corporate special projects. For a subsidiary, Landmark Services Corporation, he was Executive
Vice President, Chief Operations O&cer and Director responsible for all corporate functions and
services of centralized operations, information technology, document processing, affiliate bank
profitability, productivity, and bank acquisitions and mergers. From 1981 to 1984, Mr. Shirred
was a Senior Consultant for KPMG Peat Marwick inst. Louis. He is do a Director of Tower
Venture LLC.

Mr. Shirred has authored many articles on the topics of Financial institution profitability,
business strategies and financial industry trends. He is a member of the American Bankers
Association, Financial Managers Society, and Southeast Missouri State University Alumni
Board. He received a B.S. degree in Business Adnninistsration in 1979 firm Southeast Missouri
State University. In addition, he has completed graduate work at the School of Business of
WashingtoN University in St. Louis.

STEVE C. SWANSON, age 60, is the sole stockholder and President of Swanson & Co.,
Luc., an investment services Erma. He is the Registered Principal and Registered Representative
of the firm, which is a member of the National Association of Securities Dealer, Inc. (NASD).
He is a major shareholder, Director and Oncer of several small companies mostly in the real
estate indusuy. He is also a Director of Tower Venture LLC.

Mr. Swanson established the company along with Swanson Investments, a sole
proprietorship, during 1978 to engage in the Held of invesunents and investment services. He is
a sponsor/general partner in several private placement syndications. One of  them was
underwritten by Boettcher & Company, a regional investment banking iinnu with headquarters in
Denver, Colorado. The others were underwritten by Swanson & Co., Inc. In addition, Mr.
Swanson has provided Financial and investment advisory and management services to many
privately owned companies.

Prior to 1978, Mr. Swanson had an extensive, diversified, seventeen year financial
services background which included eleven years in the practice of public accounting with local
tirnns, international iinnns and as a sole practitioner. In 1971, he was a manager in the Boise/San
Francisco o$ce of Coopers & Lybrand (now PricewaterhouseCoopers). During the remaining

I
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respective investments' plus one hundred percent (100%) profit before any Funds or
proceeds generated by the Transaction may distributed to the Common Members or
applied to the Company's costs or debts. The Units are redeemed and the preferred
membership is terminated upon payment to the Investor within Eve (5) international
banldng days otter the Reserved Period. The accounting records of the Transaction shall
be open to those Preferred Members (Investors) who provided investment proceeds
utilized in the Transaction at any time, up to Ive (5) years after termination of said
preferred membership. . ..

(b) Common Membership. Common Membership is issued and limited only to the Co-
. Sponsors, Tower Venture LLC, an Ohio limited liability company, and Baylor/Gavic

Associates LLC, an Illinois Limited Liability Company. Tower Venture LLC is the
Manager of the Company, subject to the board of directors, and will bear the costs of
operating the Company. As the common members, Tower Venture LLC and
Baylor/Gavic Associates LLC will be enticed to all Funds and/or proceeds generated by
the Transaction alter payment of the preferred members' priority interest, costs of
operation, and other obligations of the Company.

3. OHIerinfz. This Offering to Investors is for the purchase of Units of preferred ownership
interest with Preferred Membership in the Company for the price of One Thousand Dollars
($1,000) per Unit. This Offering is an exempt offering pursuant to Rude 506 under SEC
Regulation D. A Form D will be Bled with the SEC for the offering. This O&lering is available
only to "Accredited Investors" as defined pursuant to Role 501 under SEC Regulation D. (See
Offering)

4. Co-Sponsors. Tower Venture LLC, an Ohio limited liability company and Baylor/Gavic
Associates LLC, an Illinois Limited Liability Company, are the Co-Sponsors of the Company
and of the offering. (See Co-Sponsors).

5. Offeror. The Company is the Oiferor of this private placement for Accredited Investors.

(See Offering).

6. Issuer. The Company is the Issuer of this Offering.

7. Management. Tower Venture LLC is the Managing Member of the Company subject to
policy direction by the Board of Directors. (See Management).

8. Underwriter. Tower Equities, Inc., 8141 N. Main Street, Dayton, Ohio 45415 is the
Underwriter for this Offering. Tower Equities, Inc. is registered with the SEC and is a member
of the National Association of Securities Dealers ("NASD") and is a registered investment
advisor. (See Underwriter).

9. Joint Venture. The Company may form a Joint Venture with other companies managed
by Tower Venture LLC in order to undertake a Transaction in the name of the Joint Vennire so

as to accrue the transactional advantages of the aggregation of the combined assets of member
venturers. A chart depicting the potential organizational relationships involved in such Joint
Ventures is attached as Exhibit J.

Baylor/Gavic LLC 10
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RISK FACTORS

r • The Investors, as Accredited Investors, are ezgemd to consider, independent &om this
o&lering document, the risks associated with investing in a unique investment such as provided
bY this offering. .

There are various kinds and degrees of risk associated with investing in this overing.
One of the significant risks is the alternative use of money while the investment is in the Escrow
account and the Reserved Funds Account and the possibility that the investment will be returned
with no prost other than Escrow account interest; The Company believes that there is
minimal risk associated with preserving the iNvestment while in the Reserved Funds Account.
Those with the authority to execute the Transaction documents have been specifically instructed
to not put the Funds (Reserved Funds Account) at risk. .

Thai:

There are, however, certain risks to the Investor involved in entering into a Transaction

•

•

•

•

•

is outside of the United States.
The Company believes that the Reserved Funds Account has minimal risk but any prost

that is expected to result from the transaction has greater risk of not being realized by the
Company. The Reserved Funds Account will be in the United States or, if appropriate for
the Company, in Europe. The Transaction will occur in Europe.
involves certain non-disclosed information.

.
These Transactions are private transactions which involve conidendd agency and other

agreements, the terms of which the parties are typically reluctant to discuss publicly.
involves certain agreements to be entered into after the o&lering period

The proposed Transaction contract will be presented to the Company only alter the
Reserved Funds Account has been established.
involves an area of investing in which the terms and conditions are constantly changing.

These Transactions are subject to rapidly changing economic conditions and the
pressures of supply and demand of financial instruments and the investment capital.
is dependent on the integrity, cornpetenceand judgment of the Co-Sponsors. .

The documents will be received and reviewed by the Managing Director of the Company
and the final documents executed by Mr. Lehman as CEO and Mr. Runts as Secretary and
Company transactional attorney. The Managing Director represents that the Company will
comply with terms of this O8lering.
is dependent on individuals with limited direct experience with these kind of transactions
and the third paNes to the Transactions.

The Members of the Managing Director, while very experienced businessmen and
professionals, have limited experience relating to the type of transaction and the third
parties to the expected Transaction.
is a&lected by certain income tax issues as outlined in Tax Aspects.

Any income will be taxable as ordinary income to U.S. income tax paying entities. Any
loss will not be, for the most part, deductible except as an oH:lset to either capital gains or
passive income, depending on the tax treatment allowed pursuant to the Internal Revenue
Code.

ACC00064
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Atly and all other significantly relevant, non-confidential information not included herein,
will be made available by the Managing member, Tower Venture LLC, to dl Investors at the
proper time for making an adequate evaluation prior to investing. (See Suitability and Advisors).

1

UNDERWRITER

The -Company has entered into an underwriting agreement with Tower Equities, Inc.
(the Underwriter). This agreement is attached to the Offering as Exhibit B.

The Company has employed the Underwriter as its agent to sell, on a "best efforts" basis,
Units as outlined on the cover page of this O8lering. The Underwriter will receive no
compensation. However, if the Managing Member of this Offering successfully completes a
Transaction through this or other offerings, the Underwriter will be reimbursed for certain
specified expenses incurred in this Offering.

Although the Underwriter will receive no compensation if it sells this Offering, an
affiliated entity of the Underwriter will receive a substantial prost. Philip A. Lehman, the
principal shareholder of the Underwriter, has indicated that he believes the Underwriter will
directly or indirectly receive appropriate benefits upon the successful completion of a
Transaction through this or other o&lerings. See Management and Convicts of Interest.

I

The Underwriter, an Ohio corporation, is a member Firm of the National Association of
Securities Dealers, Inc. (NASD) and an Investment Adviser registered with the SEC. The
Underwriter has approximately one hundred (100) licensed securities sales representatives
located in thirty (30) states.

1

co-sponsoRsm1REcToRs

The Co-Sponsors of this Offering are two limited liability companies which are the
Common Members and Directors of the Company. 1

1

One of the Co-Sponsors is Tower Venture LLC, an Ohio limited liability company,
which is also the Managing Member of the Company. It was formed without capital as a service
company for providing investment opportunities to investors similar to the investment
opportunity presented in this offering. (See Management).

x
4

The other Co-Sponsor is Baylor/Gavic Associates LLC, an Illinois limited liability
company. It was formed without capital M a service company for providing certain expertise
and management assistance services to the Company. Baylor/Gavic Associates LLC will be
responsible for providing investment, business, Enanciad and insurance advice, contracts, and
expertise to the Company and to assist Management in these and related areas.

1

Baylor/Gavic Associates LLC is owned, managed and controlled by Kenneth G. Baylor,
Mark H. Gavin, and C. Harlow Gavic, Managing directon(s):

Kenneth G. Baylor, age 47, is co-founder of  Marker Enterprises, a Midwest
marketing company specializing in insurance and high-yield investments. Since leaving his
position as Vice-President of Annuities and Life Insurance Marketing in 1990, he has
concentrated his efforts on working with brokers to find the highest yielding investments for
their clients.

Baylor/Gavic LLC 14 ACC00065
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DESCRIPTION OF TRANSACTION

A Reserved Funds Transaction ("Transaction") can take place only when the Reserved
Funds Account contains investment proceeds on deposit in the sum of at least Ten Million
Dollars ($l0,000,000). Depending upon the number of Investors and as set forth in the
Operating Agreement, the Managing Member of the Company may elect not to participate 'm a
Transaction until the escrow account contains a specified sum in excess of One Million Dollars
($1,000,000) in order to compensate for any unanticipated withdrawal of investment proceeds by
an Investor seeking a refund. When the investment proceeds in escrow reach the agreed level,
the Managing Member of the Company will instruct the Underwriter to give the respective
financial management company notice and proof that the requisite funds are on deposit ready to
proceed with the Transaction. Such notice and proof of funds may be given by a Joint Venture
of which the Company is a member. This notice and proof of funds will be accompanied by the
Company's, or respectively the Joint Venture's, application to undertake the Transaction and the
resolution of the Company or the Joint Venture authorizing the Transaction and other documents
required by the tinancid management company Upon approval of the application, the Financial
management company will instruct the Company or the Joint Venture, as the case maybe, to
establish an interest bearing account ("Reserved Funds Account) in the name of the Company or
the Joint Venture in a designated money center bank ("Reserved Funds Bank") in the United
States or Europe, as the Company or the Joint Venture and the financial management company
may determine. Upon the selection of the designated Reserved Funds Bank, the financial
management company will make arrangements for the Company or the Joint Venture to establish
the Reserved Funds Account at that bank. .

1

Immediately upon the establishment of the Reserved Funds Account, the Company will
break escrow and transfer the investment proceeds from the escrow account to the Reserved
Funds Account. Upon receipt of confirmation of the deposit of the investment proceeds in the
Reserved Funds Account, the f inancial management company will cause a draft of the
Transaction contract to be sent Tower Venture LLC as the Managing Member of the Company
or of the Joint Venture for review and approval.

l

1The Transaction commences with the execution of the Transaction contract in Europe
between the Managing Member on behalf of the Company or the Joint Venture, as the case may
be, and a designated trading company authorized and sponsored by a money center bank
("Transaction Bank"). The fee arrangement between the Company and the f inancial
management company will be incorporated into the Transaction contract. The execution of the
Transaction contract takes place in the Transaction Bank between the Company or the Joint
Venture represented by the Managing Member and the trading company in the presence of an
officer of the Transaction Bank and possibly a representative of the Financial management
company. The trading company's sponsorship and authorization by the Transaction Bank will be
conirnned and authenticated at the mc of the execution of the Transaction contract. The
Transaction provides that the Funds in the Reserved Funds Account shall be reserved (placed on
hold) for a period of twenty (20) international banking days. The provisions of the Transaction
contract whereby the Company or the Joint Venture agrees to the placing of the Funds on reserve
status, or hold, will not create or cause to be created any security interest in, liens or claims
against, or any other hypothecation of the Funds in the Reserved Funds Account. The effect of
the reserved status Grold) on said Funds shall be that during said twenty (20) day period, said

Baylor/Gavic LLC 16 ACC00066
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EXHIBIT B

UNDERWRITING AGREEMENT

THIS Underwriting Agreement ("Agreement") is entered into and made effective on and
as of the15thday of August, 1998 by and between Baylor/Gavic LLC, an Ohio linnited liability
company (the "Coinpany") and Tower Equities, Inc., an Ohio corporation (the "Underwriter").

RECITALS

A. The Company is the issuer and offerer of a private otTering (the "Offering") consisting of
units of preferred ownership interest with preferred membership ("Units") in the Company
offered Hom August 15,1998 through October 15, 1998. Pursuant to Regulation D of the U.S.
Securities Act of 1933, this Offering is available only to "Accredited Investors" (the
"Investors").

B. The amount of each Unit of the O8lering shall be the sum of One Thousand Dollars
($1,000). A minimum of One Thousand Units per Investor is required. The minimum of the
O&lering is One Million Dollars ($l,000,000) and the maximum of the Offering is Fifty Million
Dollars ($50,000,000). A copy of the Overing memorandum (Private Placement Memorandum
for Accredited Investors) is attached hereto as Exhibit A.

C. The Company desires to retain the services of the Underwriter on an exclusive basis in
the O&lering for the purposes of supervising and controlling the solicitation and qualification of
the Investors for the sale of Units, collection and deposit of sales proceeds into escrow and
related underwriting functions.

D. The Underwriter is a member of the National Association of Securities Dealers, Inc.
(NASD) and an SEC registered investment advisor. For consideration, the Underwriter is
willing to provide underwriting services to the Company, including but not limited to, the
supervision and control of the sale of Units, the solicitation and qualification of the Investors for
the sale of Units, the execution of the subscription agreements, and the receipt and deposit of
sales proceeds into escrow relative to the Offering.

l

\
l
|

NOW, THEREFORE, in consideration of the foregoing recitals and of the terns,
conditions and covenants contained herein, the parties hereto agree as follows:

1. The Company hereby retains the Underwriter on an exclusive basis for the O8lering to
provide the hereinafter described underwriting services with respect to the Overing, and the
Underwriter for the consideration hereinaiier set forth agrees to provide said linnited
underwriting services.

The services to be provided by the Underwriter shall be exclusively for, and related to,

l

2.
the Offering and shall be comprised of the following services, including such services as are
reasonably deemed necessary to accomplish said services:

ca) The Underwriter shall be the exclusive provider of the herein described
underwriting services, however it is understood that Underwriter at its

Baylor/Gavic LLC 18
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THE COMPANY: Baylor/Gavic LLC
8141 n. Main S0881
Dayton, OH45415
Attention: Philip A. Lehman

THE UNDERWRITER: Tower Equities, Inc.
8141 n. Main Street
Dayton, OH45415
Attention: Philip A. Lehman

6. General Provisions.

A.

B.

c.

D.

1

E.
l

F.

G. \
ll

H.

I.

Entire Agreement: This Agreement constitutes and is the entire agreement of
the parties and supersedes all other prior understandings and/or agreements
between the parties regarding the matters herein contained, whether verbal or
written.
Assignment: No party to this agreement shall be entitled tO assign its interest
without the prior written approval of the other parties.
Execution of Other Documents: Each of the parties agrees to execute any
other documents reasonably required to fully pedorm the intentions of this
Agreement.
Binding E&lect: This agreement shall inure to and be binding upon the parties
hereto, their agents, employees, heirs, personal representatives, successors,
and assigns.
No Waiver of Future Breach: The failure of one party to insist upon strict
performance or observance of this agreement shall not be a waiver of any
future breach or of any terms or conditions of this agreement.
Attorney's Fees: in the event of any litigation arising out of this agreement,
between any of the parties hereto, their heirs, personal representatives, agents,
successors or assigns, the prevailing party shall be entitled to recover costs
and attorney's fees.
Governing Law: This agreement shall be governed and interpreted by` the laws
of the State of Ohio and the venue therefore shall be the State of Ohio.
Execution of Multiple Originals: Two original counterparts of this agreement
shall be executed by these parties.
Severability: In the event any provision or article of this agreement conflicts
with the applicable law, such conflicts shall not affect the provisions of this
agreement which can be given effect without the conflicting provision.

ACC00068
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EXHIBII C
ESCROW AGREEMENT

= . This Escrow Agreement ("Ag1-eement") is entered into and innate effective on and as
of the 15th day of August, 1998 by and among Baylor/Gavic LLC, an Ohio limited liability
.company (the "Company"); Tower Venture LLC, an Ohio limited liability company 8 the
Managing Member of the Company ("Managing Member"); Tower Equities, inc., an Ohio
corporation (the "Underwriter"), and Star Bank N.A., Troy, Ohio (the "Bank").

R E C I T A L S

A .

B.

c.

D.

E.

F.

G.

The Company is the issuer and offerer of a private o8lering (the "Offering")
consisting of units of preferred ownership interest with preferred membership
("Units") in the Company offered from August 15, 1998 through October 15, 1998.
Pursuant to Regulation D of the U.S. Securities Act of 1933, this Offering is available
only to "Accredited Investors" (the "Investors").
The amount of each Unit of the Offering shall be the sum of One Thousand~Dol.lars
($1,000). A minimum of One Thousand Units per Investor is required. The
minimum of the Overing is One Million Dollars ($l,000,000) and the maximum of
the O&lering is Fifty Million Dollars ($50,000,000). A copy of the Overing
memorandum is attached hereto as Exhibit A.
Management of the Company is vested in Tower Venture LLC, which is the
managing common member of the Company. All documents of the Company are
signed on its behalf by Tower Venture LLC as the managing member, through its
president, Philip A. Lehman. .
The Units offered by the Company are sold through the Underwriter, Tower Equities,
Inc. The Underwriter supervises and controls the solicitation and qualification of the
Investors, execution of the subscription agreement, receipt and deposit of sales
proceeds into escrow and performs other related underwriting iiinctions. The
Company and the Underwriter have entered into an Underwriting Agreement, a copy
of which is attached hereto as Exhibit B.
in accordance with the requirements of the Offering, the Managing Member has
determined that the Company will not commence operations unless and until
subscriptions for the aggregate minimum of ten Units have been received and
accepted by the Underwriter on behalf of the Company &om subscribing Investors
and the proceeds from $dd sales have been deposited in the escrow account with the
Bank for an aggregate minimum of at least One Million Dollars ($l,000,000).
The Bank is willing to establish in the name of the Company a segregated interest bearing
account for the escrow of Unit sades proceeds (the "Escrow Account") and to act as
escrow agent for said escrowed funds in accordance with the terms of this Agreement.
In accordance with the terms of the Offering, the Company through the Managing
Member has determined that Unit sales proceeds shall be held in the Escrow Account
until the aggregate of said proceeds equals or exceeds the sum of One Million Dollars
($1,000,000) at which mc the escrow may be broken and the proceeds thereof utilized
by the Company for the purposes of the Offering. Such One Million Dollar aggregations
of Unit sales proceeds may be repeated until the maximum of the Offering has been
attained.

A C C 0 0 0 6 9
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subscribing investors must be provided to the bank in conjunction with the request to
disburse the net escrow proceeds. This procedure may be repeated for each such Ten
Million Dollar aggregation of such proceeds in the Escrow Account until the aggregated
maximum amount of the Offering has been reached.

7. If at any time during the term of the Offering a subscribing Investor makes written
demand upon the Company or the Underwriter for the return of said Investor's
investment, an amount equal to said Investor's respective investment plus his pro rata
share of investment interest earned in the Escrow Account net his pro rata share of
escrow fees to date shall be returned to him upon written notice thereof given to the Bank
by the Managing Member on behalf of the Company and by the Underwriter. Upon
receipt of such notice, the Bank shall distribute said net amount to said Investor at the
Invest"tor's address provided by the Managing Member or the Underwriter in the form of a
bank cashier's check payable to said Investor.

8. If at the expiration of the term of the O5lering (and any extensions thereof) the collected
sales proceeds &on the subscriptions of at least One Thousand (1,000) Units
($l,000,000) are not on deposit in the Escrow Account, the Company through the
Managing Member and the Underwriter shall so notify the Bank in writing. Said notice
to the Bank shall include the name and mailing address of each subscribing Investor for
the purpose of the return of the escrowed funds. Upon receipt of said notice, the Bank
shall as soon as possible thereafter cause cash payments to be distributed to each
subscribing Investor at said mailing address prow'ded by the. Company or the
Underwriter. Said cash payments to the subscribing Investors shall be the amount of the
Investor's respective investment plus Investor's pro rata share of the investment interest
earned by the Escrow Account, net his pro rata of escrow fees. Such distribution to the
subscribing Investor shaLl be in the form of a bank cashier's check payable to said
Investor.

9. The Bank may rely and shall be protected in acting upon any written or verbal notice,
instruction or request to the Bank hereunder and believed by Ir to be genuine and
believed by Ir to have been signed or made by the appropriate party pursuant to this
Agreement.

F

10. The Bank shall not be liable for any action taken or not taken by it in good faith and
believed by it to be authorized or within the rights of powers conferred upon it by this
Agreement. With regard to any such action or omission, the Bank may consult with
counsel of its own choice. Any action taken or suffered by the Bank hereunder in
good faith shall be deemed to have been authorized by the Company and its
Managing Member and by the Underwriter. The Bank is not bound by the terms of
any other agreements between the parties, despite knowledge thereof including the
agreements arched hereto as Exhibits A and B.

11. The Back may resign and b¢ discharged from its duties hereunder by giving Sheen
(15) days written notice of such resignation specifying the date when its resignation
shall take effect.

12. The Company hereby agrees to pay the Bank reasonable compensation for services to be
rendered hereunder and will pay or reimburse the Bank upon request for all expenses,
disbursements and advances, including reasonable attorney fees incurred or made by it in

BaylorlGavic LLC 24 ACC00070
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THE BANK:

.

\ C
Star Bank N.A.
910 w. Main Street
Troy, OH 45373
Attention: Thomas J. Klee, V.P. Trust Officer

17. General Provisions.

c.

d.

e.

f_

g.

h.

i.

a. Entire Agreement: This Agreement constitutes and is mc entire agreement of the parties and
supersedes all other prior understandings and/or agreements between the parties regarding the
matters herein contained, whether verbal or written.

b. Assignment: No party to this agreement shall be entitled to assign its interest without the prior
written approval of the other parties.

Execution of Other Documents: Each of die parties agrees to execute any other documents
reasonably required to fully perform the intentions of this Agreement

Binding Effect: This agreement shall inure to and be binding upon the parties hereto, their agents,
employees, heirs, personal representatives, successors, and assigns.

No Waiver of Future Breach: The failure of one party to insist upon strict performance or
observance of this agreement shall not be a waiver of any iltiire breach or of any terms or
conditions of this agreement

Attorney's Fees: In die event of any litigation arising out of aNs agreement, between any of the
parties hereto, their heirs, personal representatives, agents, successors or assigns, the prevailing
party shall be entitled to recover costs and attorney's fees.

Governing Law: This agreement shall be governed and interpreted by die laws of the State of Ohio
and the venue therefore shall be the State of Ohio.

Execution of Multiple Originals: Four original counterparts of this agreement shall be executed
by these parties.

Severability: In the event any provision or article of Mis agreement conflicts with the applicable
law, such conflict shall not affect the provisions of this agrecnnent which can be given elect
without the conflicting provision.

IN WITNESS WHEREOF, the parties hereto have executed and made effective this Agreement on the day and
year Erst above written.

THE COMPANY: Baylor/Gavic LLC
An Ohio Limited Liability Company

By Philip A. Lehman, President
Of the Managing Member

MANAGING MEMBER; Tower Venture LLC
An Ohio Limited Liability Company

By Philip A. Lehman, President

UNDERWRITER: Tower Equities, Inc.

By

THE BANK:

Philip A. Lehman, Chairman

Star Bank N.A.

By Thomas J. Klotz, V.P. Trust Officer

Baylor/Galvic LLC 26 ACC00071
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EXHIBIT D
to Private Placement Memorandum

for Accredited Investors

r
t

.

BAYLOR/GAVIC LLC

Purchaser Quationnairc

Baylor/Gavic LLC
8141 n. Ma'm SL
Dayton, OH 45415

\

Attention: Philip A. Lehman

Re: Baylor/Gavic LLC

Gendemen:

The following information is iixmished to you in order for you to determine whether the undersigned is qualified to purchase
Units of Preferred Ownership With Preferred Membership (Units) in the above referenced company pursuant to sections 4 (2) of
the Securities Act of 1933, as amended (the "Act"), Regulation D promulgated thereunder, and appropriate provisions of
applicable stare securities laws. I understand that you will rely upon the following information for purposes of such
detezminadon, and :her the Uris will not be registered under do Act in reliance upon the exemption from registration provided
by sections 4 (2) of the Act, Regulation D, and appropriate provisions of applicable stare securities laws. |

ALL INFORMATION CONTAINED IN THIS QUESTIONNAIRE WILL BE TREATED CONHDENTIALLY. However, I
agree that you may present this questionnaire to such parties as you doom appropriate if called upon to establish that the proposed
offer and sale of the units is exempt 'from negistradon under the Act or meets the requirements of applicable stare securities laws.

I hereby provide you with the following representations and information:

Name:
l

2. Residence Address & Telephone No: \

3. Mailing Address:

4. Employer & Position:

5. Business Address ac Telephone No:

6. Business or Professional Education & Degree:

7. Prior Employment (5 Years):
Employer Nature of Duties Dates of Employmcnt

\

8. Prior Investments of Purchaser:

Capital Stock
None

Up to
$50,000

Amount (Cumulative)
$50,000 to Over
s1,000,000 31,000,000

Bonds
None

Up to
$50,000

$50,000 to
s1,000,000

Over
$1,000,000

Other
None

Baylor/Gavic LLC

Up to
$50,000

$50,000 to
$1,000,000

27

Over
S1,000,000
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10. Financial Information:

(a) I represent that my individual net worth (exclusive of home, home iilxnishings and personal automobiles)
is in excess of S

(b) I represent that my individual net worth including home, home iixrnishings and personal automobiles
is in excess of S

(c) I represent that my individual joint
1996 s
1997 s
1998 (estimate) s

gross `mcome was 'tn excess of?

(d) I have such knowledge and experience 'm financial; tax and business caners that I am capable of utilizing the
information made available to me 'm connection with the o8lering of the Notes to evaluate the merits and risks of an
investment in the Notes, and to make an informed investment decision with respect to the Notes. I do not desire to
utilize a Purchaser Representative in connection with evaluating such merits and risks. I understand, however, that
the Company may request tear I use a Purchaser Representative.

Please Initial Here

1 1. Except 8 indicated below, any purchases of the units will be solely for my account, and not for the account of any other
person or with a view to any resale or distribution thereof

\

in. I represent to you that the information contained herein is complete. and accurate and may be relied upon by you. I
understand that a false representation may constitute a violation of law, and that any person who suffers dainnage as a result of
a false representation may have a claim against me for damages. I will notify you immediately of any material change in any
of such information occurring prior to the closing of die purchase of units, if any, by me.

Name (Please Print) N

Signature
E

I

Executed an

(City) (S¥21f=)

on this day of 1 19

1

A C C 0 0 0 7 3
S-3439A Exhibit D, p. 3
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EXHIBIT E

1• SUBSCRIPTION AGREEMENT
FOR UNITS OF BAYLOR/GAVIC LLC

AN OHIO LITv[ITED LIABILITY COMPANY

. per Unit for
The undersigned agrees dlat concurrently with signing this Subscription

The undersigned hereby agrees to purchase units of Preferred Ownership Interest With Preferred Membership
("Units") in Baylor/Gavic LLC, an Ohio limited liability company ( the "Company"), Ar the price of S
an aggregate subscription of S .
Agreement, he will pay the purchase price for all Units so subscribed by check for the purchase price to be held in escrow by

commence Company operations, or if subscription occurs after such time, until
company pursuant to the Company's Operating Agreement.

TowerVenture LLC, (the "Managing Member") until subscriptions have been accepted for Units providing sufficient funds to
Or any earlier release of funds to the

The undersigned hereby represents and warrants to the Managing Member, the Company and other investors that:

(a) I have read and understand the Private Placement Memorandum dated August 15, 1998, pursuant to
which the Units reoffered, the Certificate of ownership, Articles of Organization of the Company, the
Operating Agreement of the Company, and the Certification of Adoption and Ratification of the
Operating Agreement prior to my execution of this Subscription Agreement; .

(b)

(c)

I recognize the speculative name of this investment;

Disregarding my investment 'm the Company, I am one of the following: (1) Any bank, savings and
loan association, broker or dealer, insurance company, investment company, business development
company, Small Business Investment Company, and some employee benet plans. (2) Any private
business development company. (3) Any organization, corporation, business trust or partnership not
formed for Me specific purpose of acquiring the securities offered, with total assets in excess of $5
million. (4) Any director, executive otiicer or general parer of the issuer or of a general partner of the
issuer. (5) Any person whose individual net worm, or joint net worth with spouse, at time of pirrchase
exceeds Sl million. (6) Any person who had an annual individual income M excess of$200,000 in the
past two years or annual joint income with spouse in excess of $300,000 in those years and ha a
reasonable expectation of reaching the sarnc income level in the current year. (7) Any mist, with total
assets in excess of $5 million, not formed for the specific purpose of acquiring the securities offered,
whose purchase is directed by a sophisticated person. (8) Any entity in which all of the equity overs
are accredited investors.

(d) I have reviewed the documents and information relating to the transaction and have substantial
experience in investments and business matters and recognize the merits, disadvantages and risks com
investment in this nature, and/or business, tax and/or legal advisors have reviewed the documents and
information relating to this transaction and they have advised me as to the merits, disadvantages and
risks of this offering.

ce Iadmowledge the! the Units to be sold in this offering have not been registered under the Securities
Ac: of 1933 in reliance upon the exemption provided by Section 4 (2) of said Act.

m

(s)

I understand that certain precautions are necessary to ensure that no Units are resold in violation of
Section 4 (2) and that the Managing Member will make the necessary notations in the records of the
Company to prevent the transfer of any Units in violation of the above restrictions;

I understand that (i) the Units are unregistered securities and can be resold by a purchaser only if he

Managing Member that registration is not required , arid (ii) this restriction on transfer is in addition to
registers the Units under the Securities Act of 1933 or obtains an opinion of counsel satisfactory to the

the restrictions in Section 4 (2) stared above.

(h) I am acquiring the Units that I have committed ro purchase for my own account as principal for
investment purposes only and without a view to the resale, transfer or distribution thereof; and I will
not offer to sell or

Baylor/Gévm LLC 30 ACC00074
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Exunarr F
MEMBER CERTIFICATION OF ADOPTIQN AND
RATIFICATION OF OPERATING AGREEMENT

THE UNDERSIGNED, being Members of Baylor/Gavic LLC, A11 Ohio Limited Liability CompaNy,
(the "Company") evidence their adoption and ratification of the foregoing Operating Agreement of the
Company. .

EXECUTED by Members on the date indicated.

COMMON MEMBERSHIP:

Tower Venture LLC, an Ohio Limited Liability
Company r

I

Baylor/Gavic Associates LLC, an Illinois Limited
Liability Company

By By
Philip A. Lehman, Managing Director Kenneth G. Baylor, Managing Director

By
Mark H. Gavic, Managing Director

4ate : Date:

PREFERRED MEMBERS :

Name

P1-int t131'I182
Date

Address

Name
Print name:

Date

Address

Name
Print name :

Date

9address

ACC00075
Baylor/Gavic LLC 32 S-3439A



*

9

4 EXHIBII G
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I

CERTIFICATE no. Preferred Units
(fully paid, redeemable)

l

- g 9 9 9-¢-9-I-I-9-9-0-O-!-Q-l-I ¢ !-D I-u-| 9-Q-I-Q-Q 4-1 ¢ ¢ ¢-Q-Q-O-I I-u-Q-0-I-1-q-9-1-

CERTIFICATE OF OWNERSHIP
OF PREFERRED UNITS OF

BAYLOR/GAVIC LLC

THIS c1=;RT1FrEs that

registered Owner of

Ownership with mcxnbaship in

Company, having two classes of membership: Preferred and Common.

is the

( )  P r e f e r r e d  U n i t s  o f

L L C  a n  O h i o  L i m i t e d  L i a b i l i t y

The Preferred Uris represented by this catifieare are not traensfcrable, but are redeemable by

the Owner or the Company. Redemption of Preferred Units shall be by the payment of money by the

Company to the Owner as provided in the Operating Agreement of the Company. Upon redemption of

any Preferred Units, the Preferred Membership in the Company represented by said redeemed Preferred

Units shall be automatically terminated.

IN WITNESS WHEREOF, the Company has caused this CERTIFICATE ro be issued and

signed by The President of its duly authorized Managing Member, this day of ,

1998. |

L L C

BY

w
Philip A. Lehman, President of
Tower Vesture LLC
Managing Member of  Baylor/Gavic LLC

ACC00076
S-3439A

33BaylorlGavic LLC

N
\



4

9 Exmsrr H
\

<' •

ARTICLES OF GRGANIZATION

(

P
v

r

BAYLOR/GAVIC LLC
An Ohio Limited Liability Company

8141 N. MAIN STREET
DAYTON, OHIO 45415

ACC00077
S-3439A
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* (c)

Cd)

(c)

A copy of all written contracts and agreements, including copies of
any prior agreements no longer in effect. .
A copy of all tax returns and financial! statements for the last three
years of operation. f . .
A record of contributions from and distributions to each Member by
the Company as required under Ohio Revised Code Section 1705.28.

9. Amendment ofArticles. These articles may b d  d  m l  b 'ort .m
interest vote of each class of membership. e amen e 0 .  Y  Y a U14 TY

Dated this 15th day of August, 1998.

IN WITNESS WHEREOF the Undersigned Common Members have executed these
Articles of OrganizatiOn on the date above written:

1
I

Tower Venture LLC

By:
Philip A. Lehman President of Tower Venture LLC

Baylor/Gavic Associates LLC

By:
Kenneth G. Baylor, Managing Director of Baylor/Gavic Associates LLC

By:
Mark H. Gavic, Managing Director of Baylor/Gavic Associates LLC

ACC00078
S-3439A
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EXHIBIII

OPERATING AGREEMENT
OF

BAYLOR/GAVIC LLC

An Ohio Limited Liability Company

8141 n. MAIN STREET
DAYTON, OHIO 45415

THE PREFERRED UNITS HEREIN DESCRIBED AND REPRESENTED AND ISSUED BY THIS
LIMITED LIABILITY COMPANY (the "COMPANY") UNDER AND PURSUANT TO THIS
OPERATING AGREEMENT HAVE NOT BEEN REGISTERED UNDER THE U.S. SECURiTIES
ACT OF 1933 (THE "1933 ACT") OR ANY APPLICABLE STATE SECURITIES LAWS AND ARE
AVAILABLE FOR PURCHASE ONLY TO "ACCREDITED InvEsToRs" WITHIN THE MEANING
OF REGULATION D PROMULGATED UNDER THE 1933 ACT, As AMENDED. SAID
PREFERRED UNITS ARE BEING OFFERED To INVESTORS BY THE COMPANY PURSUANT To
A PRIVATE PLACEMENT MEMORANDUM FOR ACCREDITED INVESTORS ("OFFERING
ME1VIORANDUM") WHICI~I Is ATTACHED To THIS OPERATING AGREEMENT AND BY THIS
REFERENCE MADE A PART HEREOF. THIS OFFERING HAS NOT BEEN APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION OF THE UNITED
STATES NOR BY ANY STATE SECURrrIES AGENCY. NEITHER THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES AGENCY HAVE PASSED UPON THE
ACCURACY, ADEQUACY OR COMPLETENESS OF THE OFFERING. THE PREFERRED UNITS
SOLD PURSUANT To THE GFFERING HAVE NOT BEEN REGISTERED UNDER THE 1933 ACT
IN RELIANCE UPON THE EXEMPTION FROM REGISTRATION PROVIDED BY sEctIon 4(2)
OF THE ACT AND PURSUANT To RULE 506 UNDER REGULATION D OF THE U.S. SECURITIES
AND EXCHANGE COMMISSION.

ACC00079
S-3439A
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.ARTICLE VIH NOTICE
8.1 Notice
8.2 Waiver of Notice

ARTICLE IX GENERAL PROVISIONS

9.1
9.2
9.3
9.4
9.5
9.6
9.7
9.8
9.9

Entire Agreement
Assignment
Execution of Other Documents
Binding Effect
No Waiver of Future Breach
Attorney's Fees
Governing Law
Execution of Multiple Originals
Severability

ARTICLE x. AIWENDMENTS

10.0 Amendments

RATIFICATION AND EXECUHON

• . ACC00080
S-3439A
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U 2.3 Operating Agreement. -This Operating Agreement as maintained in the records of the
Company constitutes the total and complete Operating AgreemeNt of the Company superceding
and excluding all other agreements, memoranda, understandings except the Offering .
Memorandum, which is deemed to be part of this' Operating Agreement.

ARTICLE 111
1V1EMBERSH1P

3.1 Two Classes of Membership. There are two classes of membership in the Company:

(a)
(b)

Common Membership
Preferred Membership

3.2 Common Membership.

(a)

Cb)

The Company will issue one hundred (100) Units of ComMon ownership interest
in the Company ("Common Units"). No certificates shall be issued for the
common membership class or for Common Units. An owner of at least one (1)
Common Unit is a member of the common membership class.
The distribution of issued Common Units shall be set forth in this OperatiNg
Agreement and kept current by amendment, as the case may be. Accordingly,
Common Units of the Company have been issued and distributed as follows:

Tower Venture LLC
Baylor/Gavic Associates LLC
Total

96 Common Units
__8 Common Units
100 Common Units

(c)

(d)

(e)

(f>

Each Common Member shall be enticed to the number of votes equal to the
number of Common Units owned by hint in all makers where the common
membership is entitled to vote.
The Common Members shall constitute the Board of Directors of the Company,
which shall direct and manage the aEairs and business of the Company. (See
Article W Management).
The Common Members shall be entitled to all funds and/or proceeds generated by
any Transaction after payment of the Preferred Members pNorityinterest, costs of
operation and other obligations of the Company as set forth in the Offering
Memorandum.
Persons holding common membership may also hold preferred membership and
anY contribution to capital made by such persons shall be made as Preferred
Members and certificates for Units of Preferred Ownership Interest will be
awarded accordingly to such person as Preferred members.

3.3

CD)

Preferred Membership. .
(a) Preferred Members shall consist of those persons who contribute to the capital of

the Company (invest) for which they shall receive certificates for Units of
Preferred Ownership Interest ("Preferred Units") which automatically vests them
with Preferred Membership.
Although Preferred Members do not participate in the direction and management
of the affairs and business of the Company, the afirnnative vote of a majority of
the Preferred Units of the Preferred Membership and of the Common Membership
must be obtained iN order to amend the Articles of Organization, or this Operating

Baylor/Gavic LLC 4 1
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Iv
MANAGEMENT

» 4.1

lb)

Board of Directors.
(a) The business and a8la.irs ofthe Company shall be directed and managed by the

Board of Directors composed of the Common Members of the Company. Each
Common Member shall be a Director. Each Director shall have one (1) vote in all
matters determined or acted upon by the Board of Directors, regardless of the
number of Common Units owned by that Director as a Common Member. All
references in the O8lering or elsewhere to the vestment of the direction and
management of the Company in the Common Members shall mean and be
interpreted to mean the Common Members in their capacity as Directors of the
Company acting as the Board of Directors of the Company..
The Board of Directors shall appoint a Common Member of the Company to be
the Managing Member of the Company. Said appointment shall be set forth and
declared in this Operating Agreement. .

4.2

(b)

Agreement or by Statute to some other O8icer or Agent of the Company; and, 'm

Managing Member.
(a) The Board of Directors has appointed, and does hereby appoint, Tower Venture

LLC, an Ohio limited liability company, which is a Common Member of the
Company and Co-Sponsor of the O&lering, to be the Managing Member of the
Company. The Managing Member will be the Chief Executive Officer (CEO) of
the Company responsible for the general overall supervision of the business and
aEairs of the Company subject to policy diirecdon by the Board of Directors.
When present, the Managing Member will preside at all meetings of the Board of
Directors and meetings of Members. The Managing Member may sign, on behalf
of the Company, deeds, mortgages, bonds, contracts or other instruments which
have been authorized by the Board of Directors or the appropriate class or classes
of members to be executed, except in cases where the signing or execution is
expressly authorized or delegated by the Board of Directors or by this Operating

general, Managing Member will perform all duties as may be prescribed by the
Board of Directors Nom time to time.
Since the Managing Member is an entity, the Chief Executive Officer of said
Managing Member entity shall be the individual who acts on behalf of the
Managing Member as CEO of the Company. .

(d) The Managing Member will manage the day-to-day aifaiirs and business of the
Company and will execute direction and policy set by the Board of Directors of
the Company. The Managing Member will be responsible on behalf of the
Company for the Company's compliance with all federal and state statutes and
regulations relating to the Company's formation, operation and business. Except

Articles of Organization or this Operating Agreement, the Manager shall have full

(c)

(¢)

Baylor/Gavic LLC

for situations in which the approval of the Members is expressly required by the

and complete authority, power and discretion to manage and control the business,
affairs and assets of the Company, to make all decisions regarding those matters
and to perform any and dl other acts or activities customary or incident ro the
management of the Company's business, subject to direction and the policies of
the Board of Directors.
The Managing Member shall have the authority to compromise any obligation of
a Preferred Member to make a contribution for any reason whatsoever as the
Managing Member deems to be in the best interests of the Company.

43
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Cb)

(C)

(d)

(e)

subject to the priority interest of the Preferred Members in the assets and income

of the Company.
Notwithstanding any other provision of this Operating Agreement or of the
Overing Memorandum, no Director or Managing Member shall be liable to any
Member of the Company with respect to any act performed or neglected to be
performed in good faith and in a manner which such Director or Managing
Member believed to be necessary or appropriate in connection with the ordinary

and proper conduct of the Company's business or the preservation of its property,
and consistent with the provisions of the Articles of Organization and this
Operating Agreement. . . .
The Company shall indemnify the Directors and the Managing Member for and
hold them harmless from any and all liability, whether civil or criminal, and any
loss, damage or expense, including reasonable attorney's fees, incurred in
connection with the ordinary and proper conduct of the Company's business and
the preservation of its business and property; provided that the Director or
Managing Member to be indenaniied acted in good faith and in a manner such
Director or Managing Member believed to be consistent with the Provision of the
Articles of Organization, this Operating Agreement and the Offering
Memorandum; provided, fmnher, that the tiding of any such indennnificaltion
shall not in any way jeopardize or impact the funding of the Preferred Members'
economic interests.
The Company may indemnify any person who was or is a party defendant or is
threatened to be made a party defendant to any threatened, pending or completed

action, suit or proceeding, whether civil, criminal, administrative, or investigative
(other than an action by or in the right of the Company) by reason of the fact that
he is or was a Member of the Company, Director, OMar, employee or agent of
the Company, or is or was serving a the request of the Company, against
expenses (including attorney's fees), judgments, Eyes and amounts pad in
settlement actually and reasonably incurred by him in connection with the action,
suit or proceeding, if the Common Members determine that he acted in good faith
and in a manner he reasonably believed to be in or not opposed to the best interest
of the Company, and, with respect to any criminal action or proceeding, has no
reasonable cause to believe his conduct was unlawful. The termination of any
action, suit, or proceeding by judgment, order, settlement, conviction, or on a
plea ofpolo contenderen or its equivalent, will not in itself create a presumption
that the person did or did not act in good faith and in a manner which he
reasonably believed to be in the best interest of the Company, and, with respect to
any criminal action or proceeding, had reasonable cause to believe that his
conduct was unlawful.
The Company will fund the indemnification obligations provided by this Section
4.6 in the manner and to the extent the Common Members may &om time to time
deem proper; provided, fmnrther, that such funding will not jeopardize the
economic interests of the Preferred Members. ,

4.7

Baylor/Gavic LLC

Conhdendal Information
(a) Proprietarv Information. Each Member of the Company hereby agrees that, for

the term of this Agreement and for a period of three (3) years after the termination
of this Agreement, the Rancid information relating to the Offering, including,
but not limited to, information obtained from Preferred Members regarding their
status as Accredited Investors, funds invested, the escrow account established
pursuant to the Offering, and any and all Transactions engaged in by the

45
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5.4 Common Membership Interests. Common Members will be entitled to all Funds in the
Reserved Funds Account and/or proceeds generated by each and every Transaction after
payment in full of the Preferred Members' priority interests, costs of operation, and other
obligations of the Company. A11 such distributions shall be made either by bank cashier's checks
or by wire transfer to the accounts designated by the respective Common Members to the
Managing Member. .

VI
FISCAL MATTERS

6.1 Fiscal Year. The fiscal year of the Company will begin on the first day of January and
end on the last day of December each year, unless otherwise determined by resolution of the
Members.

6.2 Income Tax Matters. The Company shall elect to be taxed on income as a partnership
and on a cash basis. .

6.3 Deposits. 'All ids of the Company will be deposits firm time to time to'the credit of
the Company in the banks, tl'ust companies or other depositories as the Managing Member may
select, subject to change by resolution of the Board of Directors. -

6.4 Checks. Drafts. Etc. A11 checks, drafts or other orders for the payment of money, and all
notes or other evidences of indebtedness issued in the name of the Company will be signed by
the Managing Member. -

6.5 Contracts. The Managing Member shall have the authority to enter into contracts and
execute instruments in the name of the Company in relation to transactions approved by the
Common Members and in relation to operation of the Company.

6.6 Accountant. An Accountant may be selected from time to mc by the Managing
Member to perform such tax and accounting services as may be required &om mc to time. The
accountant may be removed by the Managing Member withotn assigning any cause.

6.7 Leszad Counsel. One or more Attomey(s) at Law may be selected Hom time to time by
the Managing Member to review the legal a8lairs of the Company and to perform other services
as may be required and to report to the Managing Member with respect to those services. The
Legal Counsel may be removed by the Managing Member without assigning the cause.

ARTICLE VII
BOOKS AND RECORDS

7.1 Books and Records. The books and records of the Company must be kept at the principal
oiiice of the Company or at other places, or without the State of Ohio, as the Managing
Member or Members from time to time determine.

7.2 Right of Inspection. Any Member of record will have the right to examine and make
copies, at any reasonable time or times for all purpose, the books and records of account, minutes
and records of Members. The inspection may be made by any agent or attorney of the Member.
On the written request of any Member, the Company must mail to such Member its most recent
Financial statements, showing in reasonable detail its assets and liabilities and the results of its
operations.

Baylor/Gavic LLC 47 ACC00084
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9.9 Severability In the event any provision or article of this agreement conflicts with the
applicable law, such conflicts shall not affect the provisions of this agreement which can be
given effect without the conflicting provision. .

ARTTCLE X
AMENDMENTS

10.0 Amendments. This Operating Agreement may be altered, amended, restated, or repealed
and a new Operating Agreement may be adopted by the aiiirmaiive majority in interest vote of
both classes of Membership, after force and opportunity for discussion of the proposed
alteration, amendment, restatement, or repeal. :

CERTIFICATION

THE UNDERSIGNED, being all of the Members of Baylor/Gavic LLC, An Ohio
Limited Liability Company, evidence their adoption and radicaNon of the foregoing Operating
Agreement of the Company.

EXECUTED by each Member on the Dateindicared.

COMMON 1»n8mBERs:

Tower Venture LLC Baylor/Gavic Associates LLC

By:
Philip A. Lelwmnn_ President

By:
Kenneth G. Baylor, Managing Director

By:
Mark H. Gavic, Managing Director

Date: Date:

Preferred Members:

Date: Date:

Date: Doe:

ACC00085
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PRIVATE PLACEMENT MEMORANDUM

FOR ACCREDITED INVESTORS
<9

ah'
=¢-¢°

Wellington LLC, An Ohio Limited Liability Company ("Company")
6 6  6

é6 9
* % "is 4
"g,9 o» o

, - 4
'es as.%.9,.<0 o

_99.
Overing Consisting of f 9 2 '?»

Units of Preferred Ownership Interest with Preferred Membership ("Units") In the Company 2 9; 3
$50,000,000 893

2 cp

(May be extended to December 15, 1998. See Period of Offering) 9'
Co-Sponsors: Tower Venture LLC, an Ohio Limited Liability Company. ("Tower Venture")

and Wellington Industries LLC

Offered From August 15, 1998 through October 15,1998 4
?,

Price to
Investor (1 )

Underwriting
Commission (2)

Net Proceeds
For Investing

Minimum Per Investor
Minimum Of Offedng
Mazdmum Of Offering

s 1,000,000
$ 1,000,000
$ 50,000,000

None
None
None

s 1,000,000
s 1,000,000
s 50,000,000

(1) The amount of a Unit shall be $1,000. A minimum of One Thousand Units per Investor
is required. No factional Units will be permitted.

(2) No commissions or other compensatioN for selling Units are available.

THIS OFFERING IS AVAILABLE ONLY To "ACCREDITED IIWESTORS." THE DWESTOR MUST BE AN
"ACCREDITED ITWESTOR" wmm~1 THE MEANING OF REGULATION D PROMULGATED UNDER THE
U.S. SECUR1TLES ACT OF 1933, AS AMENDED, AND THE INVESTOR SHOULD CONSULT IT'S OWN
LEGAL COUNSEL, ACCOUNTANT AND/OR OTHER PROFESSIONAL ADVISORS As TO LEGAL, TAX
AND OTHER RELATED MATTERS CONCERNING THIS OFFERING. (See Suitability and Advisors)

THIS OFFERING HAS NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE commlsslon OF mE UNITED STATES NOR BY ANY STATE SECURITIES AGENCY.
NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE sEcURm'Es AGENCY
HAS PASSED UPON THE ACCURACY, ADEQUACY OR COMPLETENESS OF THIS OFFERING. ANY
REPRESENTATION TO THE CONTRARY Is A CRIMINAL OFFENSE.

THE PURCHASE OF THIS INVESTMENT SHALL NOT BE THE RESULT OF ANY OFFER OR
SOLICITATION OF AN EXEMPT SECURITY, OR EXEMPT TRANSACTION IN ANY JURISDICTION IN
WHICH SUCH AN OFFER OR SOLICITATION WOULD BE UNLAWFUL. NO PERSON OHIER THAN THE
SPONSORS AND THE UNDERWRITER HAVE BEEN AUTHORIZED TO GIVE ANY INFORMATION
(OHIER THAN THAT CONTAINED IN OTHER DOCUMENTS REFERRED TO HEREIN) OR TO MARE
ANY REPRESENTATIONS CONCERNING THIS OFFERING OTHER THAN THOSE CONTAINED HEREIN,
AND IF GIVEN OR MADE, SUCH OTHER INFORMATION OR REPRESENTATION MUST NOT BE RELIED
UPON. /

EXHIBIT

ACC00087 QS7
S-3439A
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proceeds while on deposit in the Escrow Account (net of bank escrow fees) in addition to the
amount which the Investor is enticed by Unit ownership in a Transaction.

A Transaction may be undertaken solely by the Company and not by any individual
Investor or in partnership with any Investor. The Company may enter into a joint venture with
other companies managed by Tower Venture LLC ("Joint Venture") to undertake a Transaction
on a pro rata basis as a member of said Joint Venture. The Joint Venture would be managed by
Tower Venture LLC. At any time after the investment proceeds ("Funds") accumulated and held
in the escrow account amount to Ten Million Dollars ($l0,000,000) or more, the Company may
initiate the Transaction and break escrow. With the initiation of the Transaction, the Funds will
be transferred to and deposited in an interest bearing account ("Reserved Funds Account") in the
name of the Company or in the name of a Joint Venture in a money center bank ("Reserved
Funds Bank") in the United States or Europe, as the Company or the Joint Venture may
determine.

The Funds will remain on deposit in the Reserved Funds Account for purposes of the
Transaction for a period not to exceed sixty (60) days. At no time will the Reserved Funds
Account or the Funds therein be subject to any lien, claim, security interest, or hypothecation
whatsoever. During said sixty (60) day period, said Funds will be placed on hold for a period of
twenty (20) international banking days ("Reserved Period") pursuant to a contract entered into
by the Company or a Joint Venture with a trading company sponsored by a European money
center bank which will service the Transaction ("'l`ransaction Bank"). Such hold or reserved
status of Funds is similar to the "blocking" of funds in that the Funds cannot be removed
transferred, withdrawn or hypothecated during the Reserved Period However, unlike blocking,
there is no underlying claim on said hands.

The Transaction takes place during the Reserved Period (see Summary of Transaction).
Funds and all proceeds derived by the Company from the Transaction (including its pro rata
share from any Joint Venture) will be utilized to Erst pay their Maximum Return. Such
Maximum Return will be paid to the Investor within Ive international banking days after the end
of the Reserved Period. Upon said payment to Investor, Investor's Units will be automatically
redeemed and cancelled and investor's Preferred Membership in the Company will be
automatically terminated. No payment will be made by any Joint Venture or the Company to
Common Members of the Company, to others, or for any costs whatsoever, in the respective
Transaction until Investors have been paid their Maximum Return.

On a "best efforts" basis, the Company expects, but is "unable to assure, that the
Transaction will provide a substandd amount of prost. The actual amount of profit will remain
uncertain and unknown until just prior to the execution of the Transaction contract; however, the
profit is expected to be substantially greater than the amount required to achieve the Maximum
Return for an Investor. All profit received by the Company will be allocated to the Investors
(Preferred Members) until depleted or the Investors have received their Maximum Return. The
remaining profit, if any, will be allocated to payment of Company costs and then to the Co-
Sponsors (Common Members). Once an Investor has received his Maximum Return for a
particular Transaction, his Units will be redeemed, his preferred membership in Me Company
represented by said Units will be terminated, and he will have no finther claim to any profit or
cash of the Company. Any consideration by an Investor to reinvest must be directed by the Co-
Sponsors to a separate Transaction under the Offering.

ACC00089
Wellington LLC 4 S~3439A
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USE OF PROCEEDS

The entire proceeds ham the Investor will deposited into the Reserve Funds Account
as part of the proposed transaction contemplated in this offering. See The Offering and
Transaction Summary).

Amount (000's OmittedW

Minimum Maximum
USE OF 1NVESTMENT PROCEEDS -

Deposited into Reserved Funds Account s 10.000 s 50.000

MANAGEMENT

Management of the Company shall be exercised by Tower Venture LLC, an Ohio
limited liability company, which is a Common Member of the Company and a Co-Sponsor of
this o&lering. As Managing Member of the Company, Tower Venture LLC will execute
policy set by the directors of the Company and pay the costs and liabilities of operating the
Company. As manager, Tower Venture LLC will be responsible on behaLLt` of the Company
for the Company's compliance with all applicable federal and state statutes and regulations
relating to the Company's formation, operation, and business. The duties and responsibilities
of Tower Venture LLC as manager of the Company are set out in the Company's Operating
Agreement, Exhibit I hereto. The Company's board of directors consists of all Common
Members of the Company. (See Co-Sponsors/Directors).

Tower Venture LLC is managed and controlled by Eve directors: Philip A. Lehman,
John L. Runift, Rick D. Shirred, Steve C. Swanson, and James R. "Jack" Stites. A11 decisions
made and all action taken by Tower Venture LLC must be upon unanimous vote of the above
named directors, except that the vote of a single director can cause dissolution of Tower
Venture LLC. Whereas the affairs of Tower Venture LLC will be managed by said Ive
directors, certain of the directors shall have various, specific responsibilities related to such
management. Philip A. Lehman serves as chairman of the board of directors and as President
of Tower Venture LLC. John L. Run ft serves as Secretary of Tower Venture LLC and as
legal advisor. Independent of the offices of President and Secretary, all directors have been
and will be assigned specific tasks regarding the management and operation of Tower
Venture LLC.

The ownership of Tower Venture LLC resides in the Ive entities listed below:

1. S ac P Business Trust, an Ohio business trust, . .
managed by Philip A. Lehman and Sara A. Merrick;

2. Karlinnnar Holding LLC, an Idaho limited liability company,
owned by Runfi cannily entities and,
an Ohio business trust managed by John L. Run ft,

ACC00090
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1981); Member, President's Partners, Albertsons College of Idaho (1982-1990; and several other
ciw'c organizations.

Mr. Runic has a B.A. degree in Political Science from Albertsons College of Idaho in1962
in Caldwell, Idaho and a J.D. degree Nom the University of Chicago Law School in 1965. While
at the University of Chicago Law School, he was the recipient of a National Honor Scholarship
and he earned the Jackson Prize in Constitutional law.

RICK D. SHIRRELL, age 41, is the founder and principal of Financial Consulting
Group, a consulting services HIun. He established his Etna during 1990 to engage in providing
flnlancial and technical services to major corporations, smaller companies and individuals. He is
currently a Director and Consultant for various organizations in Elegance and technology.

From 1984 to 1990, prior to establishing his own Erin, Mr. Shirrell was a Senior Vice
President of Landmark Bankshares Corporation, a multi-billion dollar regional bank holding
company with headquarters in St. Louis. He was a member of the Executive Management
Committee and his responsibilities included operations, systems, acquisitions, merger and
corporate special projects. For a subsidiary, Landinnark Services Corporation, he was Executive
Vice President, Chief Operations O£Ecer and Director responsible for all corporate functions and
services of centralized operations, information technology, document processing, atiiliate bank
profitability, productivity, and bank acquisitions and mergers. From 1981 to 1984, Mr. Shiirrell
was a Senior Consultant for KPMG Peat Marwick in St. Louis( He is also a Director of Tower
Venture LLC.

Mr. Shirred has authored many articles on the topics of financial institution profitability,
business strategies and tiinanciad industry trends. He is a member of the American Bankers
Association, Financial Managers Society, and Southeast Missouri State University Alumni
Board. He received a B.S. degree in Business Administration in 1979 from Southeast Missouri
State University. In addition, he has completed graduate work at the School of Business of
Washington University in St. Louis.

STEVE C. SWANSON, age 60, is the sole stockholder and President of Swanson &. Co.,
Inc., an investment services Erma. He is the Registered Principal and Registered Representative
of the firm, which is a member of the National Association of Securities Dealer, Inc. (NASD).
He is a major shareholder, Director and Oncer of several small companies moWn in the red
estate industry. He is also a Director of Tower Venture LLC.

Mr. Swanson established the company along with Swanson Investments, a sole
proprietorship, during 1978 to engage in the Held of investments and investment services. He is
a sponsor/general partner in several private placement syndications. One of  them was
underwritten by Boettcher & Company, a regional investment banking Exm with headquarters in
Denver, Colorado. The others were underwritten by Swanson & Co., Inc. In addition, Mr.
Swanson has provided financial and investment advisory and management services to many
privately owned companies.

• Prior to 1978, Mr. Swanson had an extensive, diversified, seventeen year tinanciad
services background which included eleven years in the practice of public accounting with local
firms, international Enzins and as a sole practitioner. In 1971, he was a manager in the Boise/San
Francisco office of Coopers & Lybrand (now PricewaterhouseCoopers). During the remaining

Wellington LLC 8 ACC00091
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respective investments plus one hundred percent (l00.%) profit before any Funds or
proceeds generated by the Transaction may distributed to the Common Members or
applied to the Company's costs or debts. The Units are redeemed and the preferred
membership is terminated upon payment to the Investor within five (5) international
banking days after the Reserved Period. The accounting records of the Transaction shall
be open to ..those Preferred Members (Investors) .who provided investment proceeds
utilized in the Transaction at any time; up to five (5) years after termination of said
preferred membership. . .

(b) Common Membership. Common Membership is issued and limited only to the Co-
. Sponsors, Tower Venture LLC, an Ohio limited liability company, and Wellington

Industries LLC, a Nevada limited liability company. Tower Venture LLC is the Manager
of the Company, subject to the board of directors, and will bear the costs of operating the
Company. As the common members, Tower Venture LLC and Wellington Industries
LLC will be entitled to all Funds and/or proceeds generated by the Transaction alter
payment of the preferred members' priority interest, costs of operation, and other
obligations of the Company.

3. Otferinsz. This Offering to Investors is for the purchase of Units of preferred ownership
interest with Preferred Membership in the Company for the price of One Thousand Dollars
($1,000) per Unit. This Offering is an exempt oHIering pursuant to Rule 506 under SEC
Regulation D~. A Form D will be Filed with the SEC for the overing. This Offering is available
only to "Accredited Investors" as defined pursuant to Rule 501 under SEC Regulation D. (See
offering) .

4. Co-Sponsors. Tower Venture LLC, an Ohio limited liability company and Wellington
Industries LLC, a Nevada limited liability company, are the Co-Sponsors of the Company and of
the offering. (See Co-Sponsors).

5. Oieror. The Company is the Offeror of this private placement for Accredited Inventors.

(See OEtlering).

6. Issuer. The Company is the Issuer of this Offering.

7. Management. Tower Venture LLC is the Managing Member of the Company subject to
policy direction by the Board of Directors. (See Management) .

8. Underwriter. Tower Equities, Inc., 8141 N. Main Street, Dayton, Ohio 45415 is the
Underwriter for this O&lering. Tower Equities, Inc. is registered with the SEC and is a member
of the National Association of Securities Dealers ("NASD") and is a registered investment
advisor. (See Underwriter).

9. Joint Venture. The C0mPa11Y may form a Joint Venture with other companies managed
by Tower Venture LLC in order to undertake a Transaction in the name of the Joint Venture so

as to accrue the tta115a¢U0t1a1 advantages of the aggregation of the combined assets of member
venturers. A chart depicting the potential organizational relationships involved in such Joint
Ventures is attached as Exhibit J.

ACC00092
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RISK FACTORS

The Investors, as Accredited Investors, are expected to consider, independent &om this
offering document, the risks associated with investing in a unique investment such as provided
by this offering.

There are various kinds and degrees of risk associated with investing in this offering.
One of the significant risks is the alternative use of money while the investment is in the Escrow
account and the Reserved Funds Account and the possibility that the investment will be returned
with no profit other than nnininual Escrow account interest The Company believes that there is
rninimd risk associated with preserving the investment while in the Reserved Funds Account.
Those with the authority to execute the Transaction documents have been specifically instructed
to not put the Funds (Reserved Funds Account) at risk.

There are, however, certain risks to the Investor involved in entering into a Transaction
that:
•

•

•

•

•

•

•

is outside of the United States.
The Company believes that the Reserved Funds Account has minimal risk but any profit

that is expected to result &on the transaction has greater risk of not being realized by the
Company. The Reserved Funds Account will be in the United States or, if appropriate for
the Company, in Europe. The Transaction will occur .in Europe.
involves certain non-disclosed information

These Transactions are private transactions which involve contidendal agency and other
agreements, the terms of which the parties are typically reluctant to discuss publicly.
involves certain agreements to be entered into after the o&lering period

The proposed Transaction contract will be presented to the Company only after the
Reserved Funds Account has been established
involves an area of investing in which the terms and conditions are constantly changing.

These Transactions are subject to rapidly changing economic conditions and the
pressures of supply and demand of 'financial instruments and the investment capital.
is dependent on the integrity, competence and judgment of the Co-Sponsors.

The documents will be received and reviewed by the Managing Director of the Company
and die anal documents executed by Mr. Lehman as CEO and Mr. Runic as Secretary and
Company transactional attorney. The Managing Director represents that the Company will
comply with terms of this Overing.
is dependent on individuals with limited direct experience with these kind of transactions
and the third parties to the Transactions.

The Members of the Managing Director, while very experienced businessmen and
professionals, have limited experience relating to the type of transaction and the third
parties to the expected Transaction.
is aEected by certain income tax issues as outlined in Tax Aspects.

Any income will be taxable as ordinary income to U.S. income tax paying entities. Any
loss will not be, for the most part, deductible except as an offset to either capital gains or
passive income, depending on the tax treatment allowed pursuant to the Internal Revenue
Code.

ACC00093
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Any and all other significantly relevant, non-coniidential information not included herein,
will be made available by the Managing member, Tower Venture LLC, to all Investors at the
proper time for making an adequate evaluation prior to investing. (See Suitability and Advisors).f

x •

UNDERWRITER

The Company has entered into an underwriting agreement with Tower Equities, Inc.
(the Underwriter). This agreement is attached to the Offering as Exhibit B.

The Company has employed the Underwriter as its agent to sell, on a "best efforts" basis,
Units as outlined on the cover page of this Offering. The Underwriter will receive no
compensation. However, if the Managing Member of this Overing successfully completes a
Transaction through this or other oHIerings, the Underwriter will be reimbursed for certain
specified expenses incurred in this Offering.

Although the Underwriter will receive no compensation if it sells this Offering, an
affiliated entity of the Underwriter will receive a substantial froNt. Philip A. Lehman, the
principal shareholder of -the Underwriter, has indicated that he believes the Underwriter will
directly or indirectly receive appropriate benef its upon the successful completion of a
Transaction through this or other o8lerings. See Management and Convicts of Interest.

The Underwriter, an Ohio corporation, is a member Erma of the National Association of
Securities Dealers, Inc. (NASD) and an Investment Adviser registered with the SEC. The
Underwriter has approximately one hundred (100) licensed securities sales representatives
located in thirty (30) states.

co-sponsoRs/D1REcToRs

The Co-Sponsors of this O&lering are two limited liability companies which are the
Common Members and Directors of the Company.

One of the Co-Sponsors is Tower Venture LLC, an Ohio limited liability company,
which is also the Managing Member of the Company. It was formed without capital as a service
company for providing investment opportunities to investors siimila to the investment
opportunity presented in this o&lering. (See Management).

The other Co-Sponsor is Wellington Industries LLC, a Nevada limited liability company.
It was formed without capital as a service company for providing certain expertise and
management assistance services to the Company. Wellington Industries LLC will be responsible
for providing investment, business, Financial and insurance advice, contracts, and expertise to the
Company and to assist Management in these and related areas.

as
°3E

co
<1-
"P
(D

Wellington Industries LLC is owned, managed and controlled by Dennis D. Marthe and
Jonathan E. Manthe, managing director(s):

Q
<

Dennis D. Marthe, age 57, is currently functioning as a business advisor to several
companies. Prior to entering his consulting practice, Mr. Marthe has served as a founder,
stockholder, board member, president or in a senior management capacity for several
corporations. In dies various capacities, he participated in or had bottom line responsibility in
all areas of business including, Finance, accounting administration, personnel recruiting, product

14Wellington LLC
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Exnmrr A

DESCRIPTION OF TRANSACTION

A Reserved Funds Transaction ("Transaction") can take place only when the Reserved
Funds Accoimt contains investment proceeds on deposit in the sum of at least Ten Million
Dollars ($10,000,000). Depending upon the number of Investors and as set forth in the
Operating Agreement, the Managing Member of the Company may elect not to participate in a
Transaction until the escrow account contains a specified sum in excess of One Million Dollars
($l,000,000) in order to compensate for any unanticipated withdrawal of investment proceeds by
an Investor seeking a refund. When the investment proceeds in escrow reach the agreed level,
the Managing Member of the Company will instruct the Underwriter to give the respective
Financial management company notice and proof that the requisite funds are on deposit ready to
proceed with the Transaction. Such notice and proof of funds may be given by a Joint Venture
of which the Company is a member. This notice and proof of funds will be accompanied by the
Company's, or respectively the Joint Venture's, application to undertake the Transaction and the
resolution of the Company or the Joint Venture authorizing the Transaction and other documents
required by the financial management company. Upon approval of the application, the financial
management company will instruct the Company or the Joint Venture, as the case maybe, to
establish an interest bearing account ("Reserved Funds Account) in the name of the Company or
the Joint Venture in a designated money center bank ("Reserved Funds Bank") in the United
States or Europe, as the Company or the Joint Venture and the finainciad management company
may determine. Upon the selection of the designated Reserved Funds Bank, the Enaincial
management company will make arrangements for the Company or the Joint Venture to establish
the Reserved Funds Account at that bank.

Immediately upon the establishment of the Reserved Funds Account, the Company will
break escrow and tra.nsfer the investment proceeds from the escrow account to the Reserved
Funds Account. Upon receipt of coniirrnation of the deposit of the investment proceeds in the
Reserved Funds Account, the f inancial management company will cause a draft of the
Transaction contract to be sent Tower Venture LLC as the Managing Member of the Company
or of the Joint Venture for review and approval.

The Transaction commences with the execution of the Transaction contract in Europe
between the Managing Member on behalf of the Company or the Joint Venture, as the case may
be, and a designated trading company authorized and sponsored by a money center bank
("Transaction Bank"). The fee arrangement between the Company and the f inancial
management company will be incorporated into the Transaction contract. The execution of the
Transaction contract takes place in the Transaction Bank between the Company or the Joint
Venture represented by the Managing Member and the trading company in the presence of an
officer of the Transaction Bank and possibly a representative of the Enancid management
company. The trading company's sponsorship and authorization by the Transaction Bank will be
confirmed and authenticated at the time of the execution of the Transaction contract. The
Transaction provides that the Funds in the Reserved Funds Account shall be reserved (placed on
hold) for a period of twenty (20) international banking days. The provisions of the Transaction
contract whereby the Company or the Joint Venture agrees to the placing of the Funds on reserve
status, or hold, will not create or cause to be created any security interest in, liens or claims
against, or any other hypothecation of the Funds in the Reserved Funds Account. The elect of
the reserved status (hold) on said Funds shall be that during said twenty (20) day period, said

Wellington LLC 16 ACC00095
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UNDERWRITING AGREEMENT

THIS Underwriting Agreement ("Agreement") is entered into and made effective on and
as of the 15th day of August, 1998 by and between Wellington LLC, an Ohio limited liability
company (the "Company") and Tower Equities, Inc., an Ohio corporation (the "Underwriter").

RECITALS

A. The Company is the issuer and o&leror of a private o&lering (the "Offering") consisting of
units of preferred ownership interest with preferred membership ("Um'ts") in the Company
o&lered from August 15,1998 through October 15, 1998. Pursuant to Regulation D of the U.S.
Securit ies Act of  1933, this Of fering is available only to "Accredited Investors" (the
"Investors").

B. The amount of each Unit of the O&lering shall be the sum of One Thousand Dollars
($l,000). A minimum of One Thousand Units per Investor is required. The minimum of the
O13lering is One Million Dollars ($l,000,000) and the maximum of the Offering is Fifty Million
Dollars ($50,000,000). A copy of the OH'ering memorandum (Private Placement Memorandum
for Accredited Investors) is attached hereto as Exhibit A.

C. The Company desires to retain the services of the Underwriter on an exclusive basis in
the Offering for the purposes of supervising and controlling the solicitation and qualification of
the Investors for the sale of Units, collection and deposit of sales proceeds into escrow and
related underwriting iincdons.

D. The Underwriter is a member of the National Association of Securities Dealers, Inc.
(NASD) and an SEC registered investment advisor. For consideration, the Underwriter is
willing to provide underwriting services to the Company, including but not limited to, the
supervision and control of the sale of Units, the solicitation and qualification of the Investors for
the sale of Units, the execution of the subscription agreements, and the receipt and deposit of
sales proceeds into escrow relative to the O8lering. '

NOW, THEREFORE, in consideration of the foregoing recitals and of the terms,
conditions and covenants contained herein, the parties hereto agree as follows:

1. The Company hereby retains the Underwriter on an exclusive basis for the Offering to
provide the hereinafter described underwriting services with respect to the OHIering, and the
Underwriter for the consideration hereinaf ter set forth agrees to provide said limited
underwriting services.

2.' The services to be provided by the Underwriter shall be exclusively for, and related to,
the O8lering and shall be comprised of the following services, including such services as are
reasonably deemed necessary to accomplish said services:

(a) The Underwriter shall be the exclusive provider of the herein described
underwriting services, however it is understofvi that T Underwriter at its

Wellington LLC 18 ACC00096
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THE COMPANY: Wellington LLC
8141 n. Main Street
Dayton, OH 45415
Attention: Philip A. Lehman

THE UNDERWRITER: Tower Equities, Inc.
8141 n. main Street
Dayton, OH 45415
Attention: Philip A. Lehiuuan

6. General Provisions.

A.

B.

c.

D.

E.

F.

G.

H.

I.

Entire Agreement: This Agreement constitutes and is the entire agreement of
the parties and supersedes all other prior understandings and/or agreements
between the parties regarding the matters herein contained, whether verbal or
written. .
Assignment: No party to this agreement shall be enticed to assign its interest
without the prior written approval of the other parties.
Execution of Other Documents: Each of the parties agrees to execute any
other documents reasonably required to fully perform the intentions of this
Agreement
Binding Effect: This agreement shall inure to and be binding upon the parties
hereto, their agents, employees, heirs, personal representatives, successors,
and assigns. .
No Waiver of Future Breach: The failure of one party to insist upon strict
performance or observance of this agreement shall not be a waiver of any
future breach or of any terms or conditions of this agreement.
Attorney's Fees: In the event of any litigation arising out of this agreement,
between any of the parties hereto, their heirs, personal representatives, agents,
successors or assigns, the prevailing party shall be entitled to recover costs
and attorney's fees. .
Governing Law: This agreement shall be governed and interpreted by the laws
of the State of Ohio and the venue therefore shall be the State of Ohio.
Execution of Multiple Originals: Two original counterparts of this agreement
shall be executed by these parties.
Severability: In the event any provision or article of this agreement conflicts
with the applicable law, such contliets shall not a8lect the provisions of this
agreement which can be given erect without the conflicting provision.

ACC00097
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EXHIBIT C
ESCROW AGREEMENT

This Escrow Agreement ("Agreement") is entered into and made effective on and as
of the 15thday of AUgust, 1998 by and among Wellington LLC, an Ohio limited liability
company (the "Company"); Tower VentureLLC, an Ohio liinuited liability company as the
Managing Member of the Company ("Managing Member"); Tower Equities, Inc., an Ohio
corporation (the "Underwriter"), and Star Bank N.A., Troy, Ohio (the "Bank").

RECITALS

A.

B.

c.

D.

E.

F.

G.

The Company is the issuer and offer or of a private offering (the "Offering")
consisting of units of preferred ownership interest with preferred membership
("Units") in the Company pEered from August 15, 1998 through October 15, 1998.
Pursuant to Regulation D of the U.S. Securities Act of 1933, this Offering is available
only to "Accredited Investors" (the "investors").
The amount of each Unit of the O&lering shall be the sum of One Thousand Dollars
($1,000). A minimum of One Thousand Units per Investor is required. The
minimum of the Overing is One Million Dollars ($l,000,000) and the maximum of
the Offering is Fifty Million Dollars ($50,000,000). A copy of the Offering
memorandum is attached hereto as Exhibit A. .
Management of the Company is vested in Tower Venture LLC, which is the
managing common member of the Company. All documents of the Company are
signed on its behalf by Tower Venture LLC as the managing member, through its
president, Philip A. Lehman.
The Units offered by the Company are sold through the Underwriter, Tower Equities,
Inc. The Underwriter supervises and controls the solicitation and qualification of the
lnvestors,.execution of the subscription agreement, receipt and deposit of sales
proceeds into escrow and performs other related underwriting iiinctions. The
Company and the Underwriter have entered into an Underwriting Agreement, a copy
of which is attached hereto as Exhibit B.
In accordance with the requirements of the O&lering, the Managing Member has
determined that the Company will not commence operations unless and until
subscriptions for the aggregate minimum of ten Units have been received and
accepted by the Underwriter on behalf of the Company ham subscribing Investors
and the proceeds ham said sales have been deposited in the escrow account with the
Bank for an aggregateminimum of at least One Million Dollars ($1,000,000).
The Bank is willing to establish in the name of the Company a segregated interest bearing
account for the escrows Unit sauces proceeds (the "Escrow Account") and to act as

escrow agent for said escrowed fiends in accordance with the terms of this Agreement.
In accordance with the terms of the Offering, the Company through the Managing
Member has determined that Unit sales proceeds shall be held in the Escrow Account
until the aggregate of said proceeds equals or exceeds the sum of One Million Dollars
($1,000,000) at which time the escrow may be broken and the proceeds thereof utilized
by the Company for the purposes of the O8lering. Such One Million Dollar aggregations
of Unit sales proceeds may be repeated until the maximum of the Offering has been
attained.

ACC00098
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subscribing investors must be provided to the bank in conjunction with the request to
disburse the net escrow proceeds. This procedure may be repeated for each such Ten
Million Dollar aggregation of such proceeds in the Escrow Account until the aggregated
mazdrnum amount of the O8lering has been reached. .

7. If at any time during the term of the Offering a subscribing Investor makes written
demand upon the Company or the Underwriter for the return of said Investor's
investment, an amount equal to said Investor's respective investment plus his pro rata
share of investment interest earned in the Escrow Account net his pro rata share of
escrow fees to date shall be returned to him upon written notice thereof given to the Bank
by the Managing Member on behalf of the Company and by the Underwriter. Upon
receipt of such notice, the Bank shall distribute said net amount to said Investor at the
Investor's address provided by the Managing Member or the Underwriter in the form of a
bank cashier's check payable to said Investor.

8. If at the expiration of the term of the O&lering (and any extensions thereof) the collected
sades proceeds from the subscriptions of at least One Thousand (1,000) Units
($1 ,000,000) are not on deposit in the Escrow Account, the Company through the
Managing Member and the Underwriter shall so notify the Bank in writing. Said notice
to the Bank shall include the name and mailing address of each subscribing Investor for
the purpose of the return of the escrowed funds. Upon receipt of said notice, the Bank
shall as soon as possible thereafter cause cash payments to be distributed to each
subscribing Investor at said mailing address provided by the Company or the
Underwriter. Said cash payments to the subscribing Investors shall be the amount of the
Investor's respective invesunent plus Investor's pro rata share of the investment interest
earned by the Escrow Account, net his pro rata of escrow fees. Such distribution to the .
subscribing Investor shall be in the form of a bank cashier's check payable to said
Investor. .

9. The Bank may rely and shall be protected in acting upon any written or verbal notice,
instruction or request to die Bank hereunder and believed by it to be genuine and
believed by it to have been signed or made by the appropriate party pursuant to this
Agreement.

10. The Bank shall not be liable for any action taken or not taken by it in good faith and
believed by it to be authorized or within the rights of powers .conferred upon it by this
Agreement. With regard to any such action or omission, the Bank may consult with
counsel of its own choice. Any action taken or su8lered by the Bank hereunder in
good faith shall be deemed to have been authorized by the Company arid its
Managing Member and by the Underwriter. The Bank is not bound by the terms of
any other agreements between the parties, despite knowledge thereof; including the
agreements attached hereto as Exhibits A and B.

11. The Blank may resign and be discharged &om its duties hereunder by giving fiiieen
(15) days written notice of such resignation specifying the date when its resignation
shall take effect.

12. The Company hereby agrees to pay the Bank reasonable compensation for services to be
rendered hereunder and will pay or reimburse the Bank upon request for all expenses,
disbursements and advances, including reasonable attorney fees incurred or made by it in
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THE BANK:

g

*

Star Bank N.A.
910 w. Main Street
Troy, OH 45373
Attention: Thomas J. Klotz, V.P. Trust Officer

17. General Provisions.

a.. Entire Agreement: This Agreement constitutes and is the entire agreement of the parties and
supersedes all other prior understandings and/or agreements between the parties regarding the
matters herein contained, whether verbal or written.

b. Assignment: No party to this agreement shall be entitled to assign its interest without the prior
written approval of the other parties.

c. Execution of Other Documents: Each of die parties agrees to execute any other documents
reasonably required to fully perform the intentions of this Agreement. .

d. Binding E8lect: This agreement shall inure to and be binding upon the parties hereto, their' agents,
employees, heirs, personal representatives, successors, and assigns.

e. No Waiver of Future Breach: The failure of one party to insist upon strict performance or
observance of this agreement shall not be a waiver of any future breach or of any terms or
conditions of this agreement.

f. Attorney's Fees: In the event of any litigation' arising out of dis agreement, between any of the
parties hereto, their heirs, personal representatives, agents, successors or signs, the prevailing
party shall be entitled to recover costs and attorney's fees.

g. Governing Law: This agreement shall be governed and interpreted by the laws of the State of Ohio
and the venue therefore shall be the State of Ohio.

h. Execution of Multiple Originals: Four' original counterparts of this agreement shall be executed
by these parties.

Severability: in the event any provision or article of this agreement conflicts with the applicable
law, such conflicts shall not affect the provisions of this agreement which can be given effect
without the conflicting provision.

i.

IN WITNESS WHEREOF, the parties hereto have executed and made etfecdve this Agreement on the day and
year first above written.

THE COMPANY: Wellington LLC
An Ohio Limited Liability Company

By Philip A. Lehman, President
Of the Managing Member

MANAGING MEMBER: Tower Venture LLC
An Ohio Limited Liability Company

By Philip A. Lehman, President

UNDERWRITER: Tow¢r Equities, Inc.

By

THE BANK:

Philip A. Lehman, Chairman

Star Bank N.A.

ACC00100
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to Private Placement Memorandum

for Accredited Investors

WELLINGTON LLC

Purchaser Questionnaire

Wellington LLC
8141 n. Main St.
Dayton, OH 45415

Attention: Philip A. Lehman

Re: Wellington LLC

Gentlemen:

The following information is iirrnished to you in order for you to determine whether the undersigned is qualified to purchase
Units of Preferred Ownership With Preferred Membership (Units) in the above referenced company pursuant to sections 4 (2) of
the Securities Act of 1933, as amended (the "Act"'), Regulation D promulgated thereunder, and appropriate provisions of
applicable state securities laws. I Understand that you will rely upon the following information for purposes of such
determination, and that the Units will not be registered under the Act in reliance upon the exemption firm registration provided
by sections 4 (2) of the Act, Regulation D, and appropriate provisions of applicable state securities laws.

ALL INFORMATTON conTAin~nsD [N THIS QUESHQNNAIRE WILL BE TREATED CONFIDENWALLY. However, I
agree that you may present this questionnaire to such parties as you deem appropriate if called upon to establish that the proposed
offer and sale of the units is exempt Horn registration under the Act or meets the requirements of applicable state securities laws.

ereby provide you with the following representations and 'mfonnarionz

1. Name:

2. Residence Address & Telephone No:

3. Mailing Address:

4. Employer & Position:

5. Business Address & Telephone No:

6. Business or Professional Education & Degree:

7. Prior Employment (5 Years):
Employer Nacre of Duties Dates of Employment

8. Prior Investments of Purchaser:

Capital Stock
. None

Up to
$50,000

Amount (Cmuladve)
$50,000 to Over
$1,000,000 $1,000,000

Bonds
None

Up to
s50,000

s50,000 tO
S1,000,000

Over
s1,000,000 ACC00101

S-3439A
Other

None
Up to

$50,000
$50,000 m

s1,000,000

27

Over
$1,000,000

Wellington LLC



1-

10. Financial Information:

(a) I represent that my individual net worth (exclusive of home, home furnishings and personal automobiles)
is in excess of S

(b) I represent that my individual net worth including home, home tinlnishings and personal automobiles
is in excess of S

(c) I represent that my individual joint
1996 s
1997 s
1998 (estimate) S

gross income was in excess off

(d) I have such knowledge and experience in financial; tax and business makers that I am capable of utilizing the
information made available to me in connection with the offering of the Notes to evaluate the merits and risks of an
investment in the Notes, and to make an informed investment decision with respect to the Notes. I do not desire to
utilize a Purchaser Representative in connection with evaluating such merits and risks. i understand, however, that
the Company may requat that I use a Purchaser Representative.

Plebe Initial Here

11. Except as indicated below, any purchases of the units will be solely for my account, and not for the account of any other
person or with a view to any resale or distribution thereoti

I represent to you that the information contained herein is complete and accurate and may be relied upon by you. I
understand that a false representation may constitute a violation of law, and that any person who suffers damage as a result of
a false representation may have a claim against me for damages. I will notify you immediately of any material change in any
of such information occurring prior to die closing of the purchase of mis, if any, by me.

Name (Plebe Print)

Signature

Executed at

(City) (Stagg)

on this day of 9 19

ACC00102
S-3439A
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EXHIBIT E

SUBSCRIPTION AGREEMENT
FOR UNITS OF WELLiNGTON LLC

AN OHIO LIMITED LIABILITY COMPANY

The undersigned hereby agrees to purchase units of Preferred Ownership Interest With Preferred Membership
("Url ts") in Wellington LLC, an Ohio limited liability company ( the "Company"), at the price of S per Unit for
an aggregate subscription of S . The undersigned agrees that concurrently with signing this Subscription
Agreement, he will pay the purchase price for all Units so subscribed by check for the purchase price to be held in escrow by
Tower Venture LLC, (the "Managing Member") until subscriptions have been accepted for Units providing sufficient funds to
commence Company operations, or if subscription occurs after such time, until or any earlier release of funds to the
company pursuant to the Company's Operating Agreement.

The undersigned hereby represents and warmxts to the Managing Member, the Company and other investors that:

(au Shave read and understand the Private Placement Memorandum dated August 15, 1998, pursuant to
which the Units are offered, the Certificate of ownership, Articles of Organization of the Company, the
Operating Agreement of the Company, and the Certification ofAdoption and Ratifzmtion of the
Operating Agreement prior to my execution of this Subscription Agreement;

Cb)

(¢)

I recognize the speculative nanxre of this investment;

Disregarding my investment in the Company, I am one of the followlmg: (1) Any bank, savings and
loan association, broker or dealer, insurance company, invesunent company, business development
company, Small Business Investment Company, and some employee benefit plans. (2) Any private
business development company. (3) Any organization, corporation, 'business ow or partnership not
formed for the specific purpose of acquiring the securities offered, with total assets in excess of $5
million. (4) Any director, executive officer or general partner of the issuer or of a general partner of the
issuer. (5) Any person whose individual net worth, or joint net worth with spouse, at time of purchase
exceeds $1 million. (6) Any person who had an annual individual income in excess of $200,000 in the
past two years or annual joint income with spouse in excess of$300,000 in those years and has a
reasonable expectation of reaching the same income level in the current year. (7) Any trust, with total
assets in excess of $5 million, not formed for the specific purpose of acquiring the securities tiered
whose purchase is directed by a sophisticated person. (8) Any entity in which all of the equity owners
are accredited investors.

(d) I have reviewed the documents and information relating to the transaction and have substantial
experience in investments and business matters and recognize the Meris, disadvantages and risks of an
investment in this nature, and/or business, tax and/or legal advisors have reviewed the documents and
information relating to this transaction and they have advised me as to the meds, disadvantages and
risks of this offering.

<=> I admowledge that the Units to be sold in this offering have not been registered under the Securities
Act of 1933 in reliance upon the exemption provided by Section 4 (2) of said Act.

(0 I understand that certain precautions are necessary to ensure that no Units are resold in violation of
Section 4 (2) and that the Managing Member will make the necessary notations in the records of the
Company to prevent the transfer of any Units in violation of the above restrictions;

(8) I understand that (i) the Units are unregistered securities and can be resold by a purchaser only if he
registers the Units under the Securities Act of 1933 or obtains an opinion of counsel satisihctory to the
Managing Member that registration is not required , and (ii) this restriction on transfer is in addition to
the restrictions in Section 4 (2) stated above.

(h) I am acquiring the Units that I have committed to purchase for my own account as principal for
investment purposes only and without a view to the resale, transfer or distribution thereof; and I will
not offer to sell or

30
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EXHIBIT F

• MEMBER CERTIFICATION OF ADOPTION AND
RATIFICAHON OF OPERATING AGREEMENT

THE UNDERSIGNED, being Members of Wellington LLC, An Ohio Limited Liability Company,
(die "Company") evidence their adoption and ratification of the foregoing Operating Agreement of the

Company.

EXECUTED by Members on the date indicated.

COMMON ME1V1BERSH1P :

Tower Venture LLC, an Ohio Limited Liability
Company

Wellington Industries LLC, a Nevada Limited Liability
Company

By By
Philip A. Lehman, Managing Director Dennis D. Marthe, Managing Director

Date: Date:

QEFERRED MEMBERS :

Name
Print name :

Date

Address

Name
Print name:

Date

Address

Name
Print name:

Date

Address

ACC00104
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EXHIBIT G

CERTIFICATE no. Preferred Units
(fully paid, redeemable)

-Q -9 - a m-¢-D ! - n l - 0 - 0 - 0 Q-Q Q - l - 4 - l - 0 - l - I 9 ¢ -¢ -¢ -¢ -¢ -¢ -¢ -¢ -¢ ¢ -¢ -¢ -H 0 8-0 4 -1 -¢ -Q-Q-Q-0 -

CERTIFICATE OF OWNERSHIP
OF PREFERRED UNITS OF

WELLINGTON LLC

¢¢¢¢¢¢¢l4-oqnaann-ocpn:pa nunQ-¢¢_¢¢l»susan-us419no-ou-Q-Q-0-axe-o-»_s1_¢1l¢4¢¢¢-444Qc-4-¢101l-QQ:-I4-4-0-4-0-on

THIS CERTIFIES um

registered Owner of

Ownership with membership in

Company, having two classes of membership: Preferred and Common.

is the

( )  Prc fared Uni t s  o f

LLC 8.8 Ohio Limited Liability

The Preferred Units represented by this certificate are not transferable, but are redecmalble by

the Owner or the Company. Redemption of Preferred Units shall be by the payment of money by the

Company to the Owner as provided in the Operating Agreement of the Company. Upon redemption of

any Preferred Units, the Preferred Membership in the Company represented by said redeemed Preferred

Units shall be automatically terminated.

IN WITNESS WWEREOF, the Company has caused this CERTIFICATE to be issued and

signed by The President of its duly authorized Managing Member, this day of ,

1998.

LLC

By
Philip A. Lehman, President of
Tower Venture LLC
Managing Member of Wellington LLC

ACC00105
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EXHIBIT H

ARTICLES OF ORGANIZATION

WELLINGTON LLC
An Ohio Limited Liability Company

8141 n. MAIN STREET
DAYTON, OHIO 45415

l

ACC00106
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OPERATING AGREEMENT
OF

WELLINGTON LLC

An Ohio Limited Liability Company

8141 n. MAINSTREET
DAYTON, OHIO 45415

THE PREFERRED UNITS HEREIN DESCRIBED AND REPRESENTED AND ISSUED BY THIS
LIMITED LIABILITY COMPANY (the "compAny") UNDER AND PURSUANT TO ems
GPERATING AGREEMENT HAVE NOT BEEN REGISTERED UNDER THE U.S. sEcURrT1Es
ACT OF 1933 (THE "1933 ACT") OR ANY APPLICABLE STATE SECURITIES LAWS AND ARE
AVAILABLE FOR PURCHASE ONLY TO "ACCREDITED INVESTORS" WITHIN THE MEANING
OF REGULATION D PROMULGATED UNDER THE 1933 ACT, AS AMENDED. SAID
PREFERRED UNITS ARE BEING OFFERED TO INVESTORS BY THE COMPANY PURSUANT TO
A PRIVATE PLACEMENT MEMORANDUM FOR ACCREDITED INVESTORS ("OFFERING
MEMORANDUM") wHicH Is ATTACHED TO ems OPERATING AGREEMENT AND BY THIS
REFERENCE MADE A PART HEREOF. THIS OFFERING HAS NOT BEEN APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE coMmissIon OF THE UNITED
STATES NOR BY ANY STATE SECURrTIES AGENCY. NEITHER THE SECURITIES AND
EXCHANGE commIssIon OR ANY STATE SECURITIES AGENCY HAVE PASSED UPON THE
ACCURACY, ADEQUACY OR COMPLETENESS OF THE OFFERING. THE PREFERRED UNITS
SOLD PURSUANT TO THE OFFERING HAVE NOT BEEN REGISTERED UNDER THE 1933 Acr
IN RELIANCE UPON THE EXEMP1TON FROM REGISTRATION PROVIDED BY SECTION 4(2)
OF THE ACT AND PURSUANT To RULE 506 UNDER REGULATIQN D OF THE U.s. SEC0RITIES
AND EXCHANGE coMmlsslon.

ACC00107
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TICLE VHI NOTICE
8.1 Notice
8.2 Waiver of Notice

ARTICLE D( GENER.AL PROVISIONS

9.1
9.2
9.3
9.4
9.5
9.6
9.7
9.8
9.9

Entire Agreement
Assignment
Execution of Other Documents
Binding Effect
No Waiver of Future Breach
Attorney's Fees
Governing Law
Execution of Multiple Originals
Severability

ARTICLE X. AMENDMENTS

10.0 Amendments

RATIFICATION AND EXECUTION

ACC00108
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(c)

1 (d)

(=)

A copy of all written contracts and agreements, including copies of
any prior agreements no longer in effect.
A copy of all tax returns and fmainciall statements for the last three
years of operation.
A record of contributions from and distributions to each Member by
the Company as required under Ohio Revised Code Section 170528.

9. Amendment of Articles. These articles may be amended only by a majority in
interest vote of each class of membership.

Dated this 15th day of August, 1998.

IN WITNESS WHEREOF the Undersigned Common Members have executed these
Articles of Organization on the date above written:

Tower Venture LLC

By:
Philip A. Lehman, President of Tower Venture LLC

Wellington Industries LLC

By:
Dennis D. Marthe, Managing Director of Wellington Industries LLC

ACC00109
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2.3 Operating Agreement This Operating Agreement as maintained in the records of the
Company constitutes the total and complete Operating Agreement of the Company superceding
and excluding all other agreements, memoranda, understandings except the Overing
Memorandum, which is deemed to be part of this Operating Agreement.

s
\

ARTICLE IH
MEMBERSHIP

3.1 Two Classes of Membership. There are two classes ofmembership in the Company:

Ra)
(b)

Common Membership
Preferred Membership

3.2 Common Membership.

(a>

Cb)

The Company will issue one hundred (100) Units of Common ownership interest
in the Company ("Common Units"). No cerdicates shall be issued for the
common membership class or for Common Units. An owner of at least one (1)
Common Unit is a member of the common membership class. .
The distribution of issued Common Units shall be set forth in this Operating
Agreement and kept current by amendment, as the case may be. Accordingly,
Common Units of the Company have been issued and distributed as follows:

Tower.Vent11re LLC
Wellington Industries LLC
Total

96 Common Units.
_Q Common Units

100 Common Units

<<=)

<d)

(e)

(f)

Each Common Member shall be entitled to the number of votes equal to the
number of Common Units owned by hiinn in all matters where the common
membership is entitled to vote.
The Common Members shall constitlne. the Board of Directors of the Company,
which shall direct and manage the affairs and business of the Company. (See
Article IV Management).
The CommonMembers shall be entitled to dl funds and/or proceeds generated by
any Transaction after payment of the Preferred Members priority interest, costs of
operation and other obligations of the Company as set forth in the Offering
Memorandum.
Persons holding common membership may also hold preferred membership and
any contribution to capital made by such persons shall be made as Preferred
Members and Certificates for Units of Preferred Ownership Interest will be
awarded accordingly to such person as Preferred members.

3.3 Preferred Membership. . .
(a) Preferred Members shall consist of those persons who contribute to the capital of

the Company (invest) for which they shall receive certificates for Units of
Preferred Ownership Interest ("Preferred Units") which automatically vests them
with Preferred Membership. ,
Although Preferred Members do not participate in the direction and management
of the a8lairs and business of the Company, the afhrnnaltive vote of a majority of
the Preferred Units of the Preferred Membership and of the Common Membership

» must be obtained in order to amend the Articles of Organization, or this Operating

CD)

Wellington LLC 41

ACC00110
S-3439A



i v
MANAGEMENT

4.1

(b)

Board of Directors.
(a) The business and af'tlair's of the Company shall be directed and managed by the

Board of Directors composed of the Common Members of the Company, Each
Common Member shall be a Director. Each Director shall have one (1) vote in all
matters determined or acted upon by the Board of Directors, regardless of the
number of Common Units owned by that Director 8 a Common Member. All
references in the Offering or elsewhere to the vestment of the direction and
mannaement of the Company in the Common Members shall mean and be
interpreted to mean the Common Members in their capacity as Directors of the
Company acting as the Board of Directors of the Company.
The Board of Directors shall appoint a Common Member of the Company to be
the Managing Member of the Company. Said appointment shall be set forth and
declared in this Operating Agreement

4.2

CD)
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(e)

Manaszinz Member. ' .
(a) The Board of Directors has appointed, and does hereby appoint, Tower Venture

LLC, an Ohio limited liability company, which is a Common Member of the
Company and Co-Sponsor of the Offering, to be the Managing Member of the
Company. The Managing Member will be the Chief Executive Officer (CBO) of .
the Company responsible for the general overall supervision of the business and
aEhirs of the Company subject to policy directioN by the Board of Directors.
When present, the Managing Member will preside at all meetings of the Board of
Directors and meetings of Members. The ManagingMember may sign, on behalf
of the Company, deeds, mortgages, bonds, contracts or other instruments which
have been authorized by the Board of Directors or the appropriate class or classes
of members to be executed, except in cases where the signing or execution is

. expressly authorized or delegated by the Board of Directors or by this Operating
Agreement or by Statute to some other OMen or Agent of the Company; and, in
general, Managing Member will perform all duties as may be prescribed by the
Board of Directors ham time to time.
Since the ManagingMember is an entity, the Chief Executive Officer of said
Managing Member entity shall be the individual who acts on behalf of the .
Managing Member as CEO of the Company.
The Managing Member will manage the day-to-day affairs and business of the
Company and will execute direction and policy set by the Board of Directors of
the Company. The Managing Member will be responsible on behalf of the
Company for the Company's compliance with all federal and state statures and
regulations relating to the Company's formation, operation and business. Except
for situations in which the approval of die Members is expressly required by the
Articles of Organi7aiion or this Operating Agreement, the Manager shall have full
and complete authority, power and discretion to manage and control the business,
a8lairs and assets of the Company, to make all decisions regarding those matters
and to perform any and all other acts or activities customary or incident to the
management of the Company's business, subject to direction and the policies of
the Board of Directors.
The Managing Member shall have the authority to compromise any obligation of
a Preferred Member to make a contribution for any reason whatsoever as the
Managing Member deems to be in the best interests of the Company.
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subj et to the priority interest of the Preferred Members in the assets and income
of the Company.
Notvvithstannding any other provision of this Operating Agreement or of the
O&'ering Memorandum, no Director or Managing Member shall be liable to any
Member of the Company with respect to any act perforMed Or neglected to be
performed in good faith and in a manner which such Director or Managing
Member believed to be necessary or appropriate in connection with the ordinary
and proper conduct of the Company's business or the preservation of its property,
and consistent with the provisions of the Articles of Organi7afion and this
Operating Agreement. .
The Company shall indemnify the Directors and the ManagingMember for and
hold them handless from any and all liability, whether civil or criminal, and any
loss, damage or expense, including reasonable attorney's fees, incurred in
connection with the ordinary and proper conduct of the Company's business and
the preservation of its business and properly; provided that the Director or
Managing Member to be indenmniiied acted in good faith and in a manner such
Director or Managing Member believed to be consistent with the provision of the
Articles of Organization, this Operating Agreement and the Offering '
Memorandum; provided, further, that the funding of any such indemnification
shall not in any way jeopardize or impact the girding of the Preferred Members'
economic interests.
The Company may indemnify any person who was or is a party defendant or is
threatened to be nnade a party defendant to any threatened, pending or completed
action, suit or proceeding, whether civil, criinninal, adiuniinistrautive, or investigative
(other than an action by or in the right of the Company) by reason of the fact that
he is or was a Member of the Company, Director, Ohicer, employee or agent of
the Company, or is or was serving at the request of the Company, against
expenses (including attorney's fees), judgments, Fines and amounts paid in
settlement actually and reasonably incurred by him in connection with the action,
suit or proceeding, if the Common Members determine that he acted in good faith
and in a manner he reasonably believed to be in or not opposed to the best interest
of the Company, and, with respect to any criminal action or proceeding, has no
reasonable cause to believe his conduct was unlawful. The termination of any
action, suit, or proceeding by judgment, order, settlement, conviction, or on a
plea ofpolo contenderen or its equivalent, will not in itself create a presumption
that the person did or did not act in good faith and in a manner which he
reasonably believed to be in the best interest of the Company, and, with respect to
any crinnlinal action or proceeding, had reasonable cause to believe that his
conduct was unlawful. .
The Company will fund the indemnification obligations provided by -this Section
4.6 in the manner and to the extent the Common Members may from time to time
deem proper; provided, further, that such funding will not jeopardize the
economic interests of the Preferred Members.

N1-x-om<

<v)
4.7

Q
Confidential Information. , .
(a) Proprietarv Information. Each Member of the Company hereby agrees that, for

the term of this Agreement and for a period of three (3) years alter the termination
of this Agreement, the Enainciad information relating to the Offering, including,
but not limited to, information obtained Nom Preferred Members regarding their
status as Accredited Investors, funds invested, the escrow account established
pursuant to the Offering, and any and all Transactions engaged in by the
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5.4 Com.mon Membership Interests. Common Members will be entitled to all Funds in the
Reserved Funds Account and/or proceeds generated by each and every Transaction airer
payment in full of the Preferred Members' priority interests, costs of operation, and other .
obligations of the Company. All such distributions shall be made either by bank cashier's checks
or by wire transfer to the accounts designated by the respective Common Members to the
Managing Member.

VI
FISCAL MATTERS

6.1 Fiscal Year. The fiscal year of the Company will begin on the Erst day of January and
end on the last day of December each year, unless otherwise determined by resolution of the
Members.

6.2 Income Tax Matters. The Company shall elect to be taxed on income as a partnership
and on a cash basis.

6.3 Deposits. All funds of the Company will be deposited firm time to time to the credit of
the Company in the banks, trust companies or other depositories as the ManagingMember may
select, subject to change by resolution of the Board of Directors.

6.4 Checks. Drafts. Etc. All checks, drafts or other orders for the payment of money, and all
notes or other evidences of indebtedness issued in the name of the Company will be signed by
the ManagiNg Member.

6.5 Contracts. The Managing Member shall have the authority to enter into contracts and
execute instruments in the name of the Company in relation to transactions approved by the
Common Members and in relation to operation of the Company.

6.6 Accountant. An Accountant may be selected &om time to time by the ManagiNg
Member to perform such tax and accounting services as may be required 'born mc to mc. The
accountant may be removed by the Managing Member without assigning any cause.

6.7 Leszad Counsel. One or more Attorney(s) at Law may be selected from time to time by
the Managing Member to review the legal affairs of the Company and to perform other services
as may be required and to report to the Managing Member with respect to those services. The
Legal Counsel may be removed by the Managing Member without assigning the cause.

ARTICLE VII
BOOKS AND RECORDS

7.1 Books and Records. The books and records of the Company must be kept at the principal
office of the Company or at other places, within or without the State of Ohio, as the Managing
Member or Members from time to time determine.

m
1 - <1 -
c>8o
o

q-
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W
7.2 Right of Inspection. Any Member of record will have the right to examine and make
copies, at any reasonable time or times for dl purpose, the books and records of account, minutes
and records of Members. The inspection may be made by any agent or attorney of the Member.
On the written request of any Member, the Company must mail to such Member its most recent
Hinancial statements, showing in reasonable detail its assets and liabilities and the results of its
operations.
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9.9 Severability In the event any provision or article of this agreement conflicts with the
applicable law, such conflicts shall not a&lect the provisions of this agreement which can be
given e&lect without the conflicting provision.

ARTICLE X
AMENDMENTS

10 .0  ' Amendments. This Operating Agreement may be altered, amended, restated, or reweded
and a new Operating Agreement Indy be adopted by the aMnmative majority in interest vote of
both classes of Membership, after notice and opportunity for discussion of the proposed
alteration, amendment, restatement, or repeal.

CERTIFICATION

- THE UNDERSIGNED, being all of the Members of Wellington LLC, An Ohio Limited
Liability Company, evidence their adoption and radiation of the foregoing Operating
Agreement of the Company.

EXECUTED by each Member on the Date indicated.

COMMON MEMBERS:

Tower Venture LLC Wellington Industries LLC

. dentPr¢s'hm34 By:
Dennis D. Marthe, MnnacringDirector

Date: Date:

Preferred Members:

Date: Date:

Date: Date:

ACC00114
S-3439A
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PRIVATE PLACEMENT MEMORANDUM
FOR ACCREDITED INVESTORS

63<99
¢ . 4

Q4
'%> Q Q

41 Baylor/Gavic LLC, An Ohio Limited Liability Company ("Company") "  o
6>°&o'0(
9

(9 o of

60*Pg, °@;j'%3(

% o
42 96

' o  9 °
Units of Preferred Ownership Interest with Preferred Membership ("Units") In the Company' {9°659l7

$50,000,000
Offered From August 15, 1998 through October 15,1998

(May be extended to December 15, 1998. See Period of Offering)
Co-Sponsors: Tower Venture LLC, an Ohio Limited Liability Company. ("Tower Venture")

and Baylor/Gavic Associates LLC

Offering Consisting of 0 7

~9<°'?9d>",<s>
<94

a~

Price tO
Investor (1)

Underwriting
Commission (2)

Net Proceeds
For Investing

Minilnnum Per Investor
Minimum Of Offedng
Maximum Of Overing

s 1,000,000
s 1,000,000
s 50,000,000

None
NoNe
None

$ 1,000,000
$ 1,000,000
s 50,000,000

(1) The amount of a Unit shaLll be $1,000. A minimum of One Thousand Units per Investor
is required. No &factional Units will be permitted.

(2) No commissions or other compensation for selling Units are available.

THIS OFFERING is AVAILABLE ONLY TO "ACCREDITED INVESTORS." THE INVESTOR MUST BE AN
"ACCREDITED INVESTOR" WITHIN THE MEANING OF REGULATION D PROMULGATED UNDER THE
U.S. SECURITIES ACT OF 1933, As AMENDED, AND THE HWESTOR SHOULD CONSULT IT'S OWN
LEGAL COUNSEL, ACCOUNTANT AND/OR OTHER PROFESSIONAL ADVISORS As To LEGAL, TAX
AND on-LER RELATED MATrERS CONCERNING THIS OFFER1NG. (See Suitability and Advisors)

THIS OF1=ER1NG HAS NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OF THE UNITED STATES NOR BY ANY STATE SECURITIES AGENCY.
NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES AGENCY
HAS PAS SED UPON THE ACCURACY, ADEQUACY OR COMPLETENESS OF THIS OFFERING. ANY
REPRESENTAHON TO nm CONTRARY 1s A CRIMDJAL OFFENSE.

mE PURCHASE OF THIS INVESTMENT SHALL NOT BE THE RESULT OF ANY OFFER OR
SOLICITATION OF AN EXEMPT SECURITY, OR EXEMPT TRANSACTION IN ANY .TURISDICTION IN
WHICH SUCH AN OFFER OR SOLICITATION WOULD BE UNLAWFUL. NO PERSON OTHER THAN THE
SPONSORS AND THE UNDERWRITER HAVE BEEN AUTHORIZED To GIVE ANY INFORMATION
(OHIER THAN THAT CONTAINED IN OTHER DOCUMENTS REFERRED TO HEREIN) OR TO MAKE
ANY REPRESENTATIONS CONCERNING THIS OFFERING OTHER THAN THOSE CONTAINED HEREIN,
AND IF GIVEN OR MADE, SUCH OHIER INFORMATION OR REPRESENTATION MUST NOT BE RELIED
UPON.

Ex!4IBiT

ACC00304
S-3439A
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proceeds while on deposit in the Escrow Account (net of bank escrow fees) in addition to die
amount which the Investor is entitled by Unit ownership in a Transaction.

A Transaction may be undertaken solely by the Company and not by any individual
Investor or in partnership with any Investor. The Company may enter into a joint venture with
other companies managed by Tower Venture LLC ("Joint Venture") to undertake a Transaction
on a pro rata basis as a member of said Joint Venture. The Joint Venture would be managed by
Tower Venture LLC. At any time after the investment proceeds ("Funds") accumulated and held
in the escrow account amount to Ten Million Dollars ($10,000,000) or more, the Company may
initiate the Transaction and break escrow. With the initiation of the Transaction, the Funds will
be transferred to and deposited in an interest bearing account ("Reserved Funds Account") in the
name of the Company or in the name of a Joint Venture in a money center bank ("Reserved
Funds Barlk") in the United States or Europe, as the Company or the Joint Venture may
determine.

The Funds will remain on deposit in the Reserved Funds Account for purposes of the
Transaction for a period not to exceed sixty (60) days. At no time Will the Reserved Funds
Account or the Funds therein be subject to any lien, claim, security interest, or hypothecation
whatsoever. During said sixty (60) day period, said Funds will be placed on hold for a period of
twenty (20) international banking days ("Reserved Period") pursuant to a contract entered into
by the Company or a Joint Venture with a trading company sponsored by a European money
center bank which will service the Transaction ("Transaction Balnk"). Such hold or reserved
status of Funds is similar to the "blocking" of funds in that the Funds cannot be removed,
transferred; withdrawn or hypothecated during the Reserved Period. However, unlike blocking,
there is no underlying claim on said funds.

The Transaction takes place during the Reserved Period (see Sunmunary of Transaction).
Funds and all proceeds derived by the Company firm the Transaction (including its pro rata
share ions any Joint Venture) will be utilized to f irst pay their Maximum Return. Such
Maximum Return will be paid to the Investor within five international banking days after the end
of the Reserved Period. Upon said payment to Investor, Investor's Units will be automatically
redeemed and cancelled and Investor's Preferred Membership in the Company will be
automatically teminamd. No payment will be made by any Joint Venture or the Company to
Common Members of the Company, to others, or for any costs whatsoever, in the respective
Transaction until Investors have been paid their Maximum Return.

On a "best efforts" basis, the Company expects, but is unable to assure, that the
Transaction will provide a substantial amount of profit. The actual amount of profit will remain
uncertain and unknown until just prior to the execution of the Transaction contract; however, the
profit is expected to be substantially greater than the amount required to achieve the Maximum
Return for an Investor. All profit received by the Company will be allocated to the Investors
(Preferred Members) until depleted or the Investors have received their Maximum Return. The
remaining profit, if any, will be allocated to payment of Company costs and then to the Co-
Sponsors (Common Members). Once an Investor has received his Maximum Return for a
particular Transaction, his Units will be redeemed, his preferred membership in the Company
represented by said Units will be terminated, and he will have no further claim to any profit or
cash of the Company. Any consideration by an Investor to reinvest must be directed by the Co-
Sponsors to a separate Transaction under the Offering.

ACC00307
8-3439A
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USE OF PROCEEDS

' The entire proceeds from the Investor will deposited into the Reserve Funds Account
as part of the proposed transaction contemplated in this overing. See The Offering and
Transaction Summary).

Amount (000's OmittedW

Minimum Maximum
USE OF INVESTMENT PROCEEDS -

Deposited into Reserved Funds Account s 10.000 $ 50.000

MANAGEMENT

Management be exercised by Tower Venture LLC, an Ohio
limited liability company, which is a Common Member of the Company and a Co-Sponsor of
this offering. As Managing Member of the Company, Tower Venture LLC will execute
policy set by the directors of the Company and pay the costs and Liabilities of operating the
Company. As manager, Tower Venture LLC will be responsible on behalf of the Company
for the Company's compliance with all applicable federal and stare statures and regulations
relating to the Company's formation, operation, and business. The duties and responsibilities
of Tower Venture LLC as manager of the Company are set out in the Company's Operating
Agreement, Exhibit I hereto. The Company's board of directors consists of all Common
Members of the Company. (See Co-Sponsors/Directors).

of the Company shall

Tower Venture LLC is managed and controlled by five directors: Philip A. Lehman,
John L. Run ft, Rick D. Shirrell, Steve.C. Swanson, and James R. "Jack" Stites. A11 decisions
made and all action taken by Tower VehtureLLC must be upon unanimous vote of the above
named directors, except that the vote of a single director can cause dissolution of Tower
Venture LLC. Whereas the affairs of Tower Venture LLC will be managed by said Ive
directors, certain of the directors shall have various, specific responsibilities related to such
management. Philip A. Lehnnain serves as chairman of the board of directors and as President
of Tower Venture LLC. John L. Runlet serves as Secretary of Tower Venture LLC and as
legal advisor. Independent of the o&ices of President and Secretary, all directors have been
and will be assigned specific tasks regarding the management and. operation of Tower
Venture LLC.

The ownership of Tower Venture LLC resides 'm the Eve entities listed below:

1. S & P Business Trust, an Ohio business trust,
managed by Philip A. Lehman and Sara A. Merrick;

2. Karlinmar Holding LLC, an Idaho limited liability company,
owned by Runic family entities and,
an Ohio business trust managed by John L. Run ft, ACC00309
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1981); Member, President's Partners, Albertsons College of Idaho (1982-1990; and several other
civic organizations.

Mr. Run ft has a B.A. degree in Political Science ii-om Albertsons College of Idaho in 1962
in Caldwell, Idaho and a J.D. degree &om the University of Chicago Law School in 1965. While
at the University of Chicago Law School, he was the recipient of a National Honor Scholarship
and he earned the Jackson Prize in Constitudonad law.

RICK D. SHIRRELL, age 41, is the founder and principal of Financial Consulting
Group, a consulting services Firm. He established his Brno during 1990 to engage in providing
Enancid and technical services to major corporations, smaller companies and individuals. He is
currently a Director and Consultant for various organizations in Finance and technology.

, From 1984 to 1990, prior to establishing his own firm, Mr. Shirrell was a Senior Vice
President of Landmark Bankshares Corporation, a mu1ti~bi11ion dollar regional bank holding
company with headquarters in SL Louis. He was a member of the Executive Management
Committee and his responsibilities included operations, systems, acquisitions, merger and
corporate special projects. For a subsidiary, Landmark Services Corporation, he was Executive
Vice President, Chief Operations Oncer and Director responsible for all corporate functions and
services of centralized operations, information technology, document proc°ssing, a8liate bank
profitability, productivity, and bank acquisitions and mergers. From 1981 to 1984, Mr. Shirred
was a Senior Consultant for KPMG Peat Marwick inSt. Louis. He is do a Director of Tower
Venture LLC.

Mr. Shilnrell has authored many articles on the topics of Hnanciad institution profitability,
business strategies and financial industry trends. He is a member of the American Bankers
Association, Financial Managers Society, and Southeast Missouri State University Alumni
Board. He received a B.S. degree in Business Administration in 1979 from Southeast Missouri
State University. In addition, he has completed graduate work at the School of Business of
WashingtoN University in St. Louis.

STEVE C. SWANSON, age 60, is the sole stockholder and President of Swanson & Co.,
Inc., an investment services Emu. He is the Registered Principal and Registered Representative
of the Erna, which is a member of the National Association of Securities Dealer, Inc. (NASD).
He is a major shareholder, Director and Oncer of several small companies mostly in the red
estate industry. He is also a Director of Tower Venture LLC.

Mr. Swanson established the company along with Swanson Investments, a sole
proprietorship, during 1978 to engage in the Held of investments and investment services. He is
a sponsor/general partner in several private placement syndications. One of  them was
underwritten by Boettcher & Company, a regional investment banking Erna with headquarters in
Denver, Colorado. The others were underwritten by Swanson & Co., Inc. In addition, Mr.
Swanson has provided Financial and investment advisory and management services to many
privately owned companies.

Prior to 1978, Mr. Swanson had an extensive, diversified, seventeen year financial
services background which included eleven years in the practice of public accounting with local
inns, internadond iinnns and as a sole practitioner. In 1971, he was a manager 'Lm the Boise/San
Francisco once of Coopers & Lybrand (now PricewaterhouseCoopers). During the remaining

Baylor/Gavic LLC 8 ACC00311
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respective investments' plus one hundred percent (100%) prost before any Funds or
proceeds generated by the Transaction may distributed to the Common Members or
applied to the Company's costs or debts. The Units are redeemed and the preferred
membership is terminated upon payment to the Investor within Eve (5) international
banking days after the Reserved Period. The accounting records of the Transaction shall
be open to those Preferred Members (Investors) who provided investment proceeds
utilized in the Transaction at any time, up to Ive (5) years after termination of said
preferred membership. .

(b) Common Membership. Common Membership is issued and limited only to the Co-
Sponsors, Tower Venture LLC, an Ohio limited liability company, and Baylor/Gaw'c
Associates LLC, an Illinois Limited Liability Company. Tower Venture LLC is the
Manager of the Company, subject to the board of directors, and will bear the costs of
operating the Company. As the common members, Tower Venture LLC and
Baylor/Gavic Associates LLC will be entitled to all Funds and/or proceeds generated by
the Transaction after payment of the preferred members' priority interest, costs of
operation, and other obligations of the Company.

3. O5erin2. This Offering to Investors is for the purchase of Units of preferred ownership
interest with Preferred Membership in the Company for the price of One Thousand Dollars
($l,000) per Unit. This O&lering is an exempt oHIering pursuant to RUle 506 under SEC
Regulation D. A Form D will be ilea with the SEC for the offering. This Overing is available
only to "Accredited Investors" as defined pursuant to Rule 501 under SEC Regulation D. (See
Offering)

4. Co-Sponsors.. Tower Venture LLC, an Ohio limited liability company and Baylor/Gavic
Associates LLC, an Illinois Limited Liability Company, are the Co-Sponsors of the Company
and of the offering. (See Co-Sponsors).

5. Offeror. The Company is the Offeror of this private placement for Accredited Investors.

(See Offering).

6. Issuer. The Company is the Issuer of this O13lering.

7. Management. Tower Venture LLC is the Managing Member of the Company subject to
policy direction by the Board of Directors. (See Management).

8. Undewvriter. Tower Equities, Inc., 8141 N. Main Street, Dayton, Ohio 45415 is the
Underwriter for this Offering. Tower Equities, Inc. is registered with the SEC and is a member
of the National Association of Securities Dealers ('NASD") and is a registered investment
advisor. (See Underwriter).

9. Joint Venture. The Company III3Y form a Joint Venture with other companies managed
by Tower Venture LLC in order to undertake a Transaction 'm the name of the Joint Venture so

as to accrue the transactional advantages of the aggregation of the combined assets of member
venturers. A chart depicting the potential organizational relationships involved in such Joint
Ventures is attached as Exhibit J.

ACC00313
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RISK FACTORS

The Investors, as Accredited Investors, are expected to consider, independent Hom this
offering document, the risks associated with investing in a unique investment such as provided
by this offering.

There are various kinds and degrees of risk associated with investing in this ot3lering.
One of the significant risks is the alternative use of money while the investment is in the Escrow
account and the Reserved Funds Account and the possibility that the investment will be returned
with no profit other than minimal Escrow account interest. The Company believes that there is
minimal risk associated with preserving the iNvestment while in the Reserved Funds Account
Those with the authority to execute the Transaction documents have been specifically instructed
to not put the Funds (Reserved Funds Account) at risk.

There are, however, certain risks to the Investor involved in entering into a Transaction
that:
•

•

•

•

•

•

•

is outside of the United States.
The Company believes that the Reserved Funds Account has minimal risk but any profit

that is expected to result ham the transaction has greater risk of not being realized by the
Company. The Reserved Funds Account will be in the United States or, if appropriate for
the Company, in Europe. The Transaction will occur in Europe.
involves certain non-disclosed information. _

These Transactions are private transactions which involve coniidentiad agency and other
agreements, the terms of which the parties are typically reluctant to discuss publicly.
involves certain agreements to be entered into after the offering period.

The proposed Transaction contract will be presented to the Company only after the
Reserved Funds Account has been established. .
involves an area of investing in which the terms and conditions are constantly changing.

These Transactions are subject to rapidly changing economic conditions and the
pressures of supply and demand of financial instruments and the investment capital.
is dependent on the integrity, competenceand judgment of the Co-Sponsors.

The documents will be received and reviewed by the Managing Director of the Company
and the final documents executed by Mr. Lehman as CEO and Mr. Runs as Secretary and
Company transactional attorney. The Managing Director represents that the Company will
comply with terms of this O&lering.
is dependent on individuals with limited direct experience with these kind of transactions
and the third parties to the Transactions.

The Members of the Managing Director, while very experienced businessmen and
professionals, have limited experience relating to the type of transaction and..the third
parties to the expected Transaction.
is elected by certain income tax issues as outlined in Tax Aspects.

Any income will be taxable 3 ordinary income to U.S. income tax paying entities. Any
loss will not be, for the most part, deductible except as an rEset to either capital gains or
passive income, depending on the tax treatment allowed pursuant to the Internal Revenue
Code.

ACC00315
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Any and all other significantly relevant, non-coniidential information not included herein,
will be made available by the Managing member, Tower Venture LLC, to all Investors at the
proper time for making an adequate evaluation prior to investing. (See Suitability and Advisors).

UNDERWRITER

The Company has entered into an underwriting agreement with Tower Equities, Inc.
(the Underwriter). This agreement is attached to the Offering as Exhibit B.

The Company has employed the Underwriter as its agent to sell, on a "best efforts" basis,
Units as outlined on the cover page of this Offering. The Underwriter will receive no
compensation However, if the Managing Member of this Offering successfully completes a
Transaction through this or other offerings, the Underwriter will be reimbursed for certain
specified expenses incurred in this OHIering.

Although the Underwriter will receive no compensation if it sells this O8lering, an
affiliated entity of the Underwriter will receive a substantial prost. Philip A. Lehman, the
principal shareholder of the Underwriter, has indicated that he believes the Underwriter will
directly or indirectly receive appropriate benefits upon the successful completion of a
Transaction through this or other offerings. See Management and Conflicts of Interest.

. The Underwriter, an Ohio corporation, is a member Erma of the National Association of
Securities Dealers, Inc. (NASD) and an Investment Adviser registered with the SEC. The
Underwriter has approximately one hundred (100) licensed securities sades representatives
located in thirty (30) states.

CO-SPONSORS/DIRECTORS

The Co~Sponsors of this Offering are two limited liability companies which
Common Members and Directors of the Company.

are the

One of the Co-Sponsors is ToWer Venture LLC, an Ohio limited liability company,
which is do the Managing Member of the Company. It was formed without capital as a service
company for providing investment opportunities to investors similar to the investment
opportunity presented in this offering. (See Management).

The other Co-Sponsor is Baylor/Gavic Associates LLC, an Illinois limited liability
company. It was formed without capital as a service company for providing certain expertise
and management assistance services to the Company. Baylor/Gavic Associates LLC~wi11 be
responsible for providing investment, business, Enanciad and insurance advice, contracts, and
expertise to the Company and to assist Management in these and related areas.

Baylor/Gavic Associates LLC is owned, managed and controlled by Kenneth G. Baylor,
Mark H. Gavic, and C. Harlow Gavic, Managing diwrectods):

Kenneth G. Baylor, age 47, is co-founder of  Marker Enterprises, a Midwest
marketing company specializing in insurance and high-yield investments. Since leaving his
position as Vice-President of Annuities and Life Insurance Marketing in 1990, he has
concentrated his efforts on working with brokers to find the highest yielding investments for
their clients.

Baylor/Gavic LLC 14 ACC00317
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EXHIBIT A

DESCRIPTION OF TRANSACTION

A Reserved Funds Transaction ("Transaction") can take place only when the Reserved
Funds Account contains investment proceeds on deposit in the sum of at least Ten Million
Dollars ($10,000,000). Depending upon the number of Investors and as set forth in the
Operating Agreement, the Managing Member of the Company may elect not to participate in a
Transaction until the escrow account contains a specified sum in excess of One Million Dollars
($l,000,000) in order to compensate for any unanticipated withdrawal of investment proceeds by
an Investor seeking a refund When the investment proceeds in escrow reach the agreed level,
the Managing Member of the Company will instruct the Underwriter to give the respective
financial management company notice and proof that the requisite funds are on deposit ready to
proceed with the Transaction Such notice and proof of funds may be given by a Joint Venture
of which the Company iS a member. This notice and proof of funds will be accompanied by the
Company's, or respectively the Joint Venture's, application to undertake the Transaction and the
resolution of the Company or the Joint Venture authorizing the Transaction and other documents
required by the iinanciad management company. 'Upon approval of the application, the financial
management company will instruct the Company or the Joint Venture, as the case maybe, to
establish an interest bearing account ("Reserved Funds Account) in the name of the Company or
the Joint Venture in a designated money center bank ("Reserved Funds Bank") in the United
States or Europe, as the Company or the Joint Venture and the Enancid m 'pavement company
may determine. Upon the selection of the designated Reserved Funds Bank, the Enanncial
management company will make arrangements for the Company or the Joint Venture to establish
the Reserved Funds Account at that bank.

Immediately upon the establishinnent of the Reserved Funds Account, the Company will
break escrow and transfer the investment proceeds from the escrow account to the Reserved
Funds Account. Upon receipt of coniinnnation of the deposit of the investment proceeds in the
Reserved Funds Account, the f inancial management company will cause a draft of the
Transaction contract to be sent Tower Venture LLC as the Managing Member of the Company
or of the Joint Venture for review and approval.

The Transaction commences with the execution of the Transaction contract in Europe
between the Mainagiing Member on behalf of the Company or the Joint Venture, as the case may
be, and a designated trading company authorized and sponsored by a money center bank
("Transaction Bank"). The fee arrangement between the Company and the f inancial
management company will be incorporated into the Transaction contract. The execution of the
Transaction contract takes place in the Transaction Bank between the Company or-the Joint
Venture represented by the Managing Member and the trading company in the presence of an
oncer of the Transaction Bank and possibly a representative of the Financial management
company. The trading company's sponsorship and authorization by the Transaction Bank will be
confirmed and authenticated a the time of the execution of the Transaction contract. The
Transaction provides that the Funds in the Reserved Funds Account shall be reserved (placed on
hold) for a period of twenty (20) international banldng days. The provisions of the Transaction
contract whereby the Company or the Joint Venture agrees to the placing of the Funds on reserve
status, or hold, will not create or cause to be created any security interest in, liens or claims
against, or any other hypothecation of the Funds in the Reserved Funds Account. The eHIect of
the reserved status (hold) on said Funds shall be that during said twenty (20) day period said

Baylor/Gavic LLC 16 ACC00319
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EXHIBIT B

UNDERWRITING AGREEMENT

THIS Underwriting Agreement ("Agreement") is entered into and made effective on and
as of the 15th day of August, 1998 by and between Baylor/Gavic LLC, an Ohio limited liability
company (the "Coinpany") and Tower Equities, Inc., an Ohio corporation (the "Underwriter").

RECITALS

A. The Company is the issuer and o&leror of a private offering (the "Offering") consisting of
units of preferred ownership interest with preferred membership ("Units") in the Company
o&lered &one August 15,1998 through October 15, 1998. Pursuant to Regulation D of the U.S.
Securit ies Act of  1933, this O&lering is available only to "Accredited Investors" (the
"Investors").

B . The amount of each Unit of the O&lering shall be the sum of One Thousand Dollars
($ l ,000).  A of One Thousand Units per Investor is required. The minimum of the
O&lering is One Million Dollars ($1,000,000) and the maximum of the Overing is Fifty Million
Dollars ($50,000,000). A copy of the Offering memorandum (Private Placement Memorandum
for Accredited Investors) is attached hereto as Exhibit A.

C. The Company desires to retain the services of the Underwriter on an exclusive basis in
the Offering for the purposes of supervising and controlling the solicitation and qualification of
the Investors for the Sade of Units, collection and deposit of sales proceeds into escrow and
related underwriting functions.

D. The Underwriter is a member of the National Association of Securities Dealers, Inc.
(NASD) and advisor. For consideration, the Underwriter is
willing to provide underwriting services to the Company, including but not limited to, the
supervision and control of the sale of Units, the solicitation and qualification of the Investors for
the sale of Units, the execution of the subscription agreements, and die receipt and deposit of
sales proceeds into escrow relative to the Offering.

an SEC registered investment

NOW, THEREFORE, 'm consideration of the foregoing recitals and of the terms,
conditions and covenants contained herein, the parties hereto agree as follows:

1. The Company hereby retains the Underwriter on an exclusive basis for the Offering to
provide the hereinafter described underwriting services with respect to the Overing, and the
Underwriter for the consideration hereinaiier set forth agrees to provide said limited
underwriting services.

2. The services to be provided by the Underwriter shall be exclusively for, and related to,
the Offering and shall be comprised of the following services, including such services as are
reasonably deemed necessary to accomplish said services:

(a) The Underwriter shall be the exclusive provider of the herein described
underwriting services, however it is understood that Underwriter at its

Baylor/Gavic LLC 18 ACC00321
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THE COMPANY: Baylor/Gavic LLC
8141 n. Main Street
Dayton, OH 45415
Attention: Philip A. Lehman(

THE UNDERWRITER: Tower Equities, Inc.
8141 n. Main Street
Dayton, OH 45415
Attention: Philip A. Lehman

6. General Provisions.

A.

B.

c.

D.

E.

F.

G.

H.

1.

Entire Agreement: This Agreement constitutes and is the entire agreement of
the parties and supersedes all other prior understandings and/or agreements
between the parties regarding the matters herein contained, whether verbal or
written.
Assignment: No party to this agreement shall be enticed to assign its interest
without the prior written approval of the other parties.
Execution of Other Documents: Each of the parties agrees to execute any
other documents reasonably required to fully perform the intentions of this
Agreement.
Binding E&lect: This agreement shall inure to and be binding upon the parties
hereto, their agents, employees, heirs, personal representatives, successors,
and assigns.
No Waiver of Future Breach: The failure of one party to insist upon strict
performance or observance of this agreement shall not be a waiver of any
future breach or of any terms or conditions of this agreement.
Attorney's Fees: In the event of any litigation arising out of this agreement,
between any of the parties hereto, their heirs, personal representatives, agents,
successors or assigns, the prevailing party shall be endued to recover costs
and attorney's fees.
Governing Law: This agreement shall be governed and interpreted bylthe laws
of the State of Ohio and the venue therefore shall be the State of Ohio.
Execution of Multiple Originals: Two original counterparts of this agreement
shall be executed by these parties.
Severability: in the event any provision or article of this agreement conflicts
with the applicable law, such conflicts shall not affect the provisions of this
agreement which can be given e&lect without the conflicting provision.

ACC00323
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EXHIBIT C
ESCROW AGREEMENT

This Escrow Agreement ("Agreement") is entered into and made effective on and as
of the 15th day of August, 1998 by and among Baylor/Gavic LLC, an Ohio limited liability
company (the "Company"), Tower Venture LLC, an Ohio limited liability company as the
Managing Member of the Company ("Managing Member"); Tower Eqluldes, Inc., an Ohio
corporation (the "Underwriter"), and Star Bank N.A., Troy, Ohio (the "Bank").

RECITALS

A.

B.

c.

D.

E.

F.

G.

The Company is the issuer and offer or of a private offering (the "OtTering")
consisting of units of preferred ownership interest with preferred membership
("Units") in the Company pEered ham August 15, 1998 through October 15,1998.
Pursuant to Regulation D of the U.S. Securities Act of 1933, this O&lering is available
only to "Accredited Investors" (the "Investors").
The amount of each Unit of the OHIering shall be the sum of One ThousandDollars
($1,000). A minimum of One Thousand Units per Investor is required. The
minimum of the Overing is One Million Dollars ($1,000,000) and the maximum of
the Offering is Fifty Million Dollars ($50,000,000). A copy of the O&lering
memorandum is attached hereto as Exhibit A.
Management of the Company is vested in Tower Venture LLC, which is the
managing common member of the Company. All documents of the Company are
signed on its behalf by Tower Venture LLC as the mannotino member, through its
president, Philip A. Lehman.
The Units oEIered by the Company are sold through the Underwriter, Tower Equities,
Inc. .The Underwriter supervises and controls the solicitation and qualification of the
Investors, execution of the subscription agreement, receipt and deposit of saLes
proceeds into escrow and performs other related underwriting functions. The
Company and the Underwriter have entered into an Underwriting Agreement, a copy
of which is attached hereto as Exhibit B.
In accordance with the requirements of the O&lering, the Managing Member has
determined that the Company will not commence operations unless and until
subscriptions for the aggregate minimum of ten Units have been received and
accepted by the Underwriter on behalf of the Company from subscribing Investors
and the proceeds from said sauces have been deposited in the escrow account with the
Bank for an aggregate minimum of at least One Million Dollars (s1,000,000).
The Batik is willing to establish in the name of the Company a segregated interest bearing
account for the escrow of Unit sales proceeds (the "Escrow Account") and to act°as
escrow agent for said escrowed funds in accordance with the terms of this Agreement.
in accordance with the terms of the Offering, the Company through the Managing
Member has determined that Unit sales proceeds shall be held in the Escrow Account
until the aggregate of said proceeds equals or exceeds the sum of One Million Dollars
($1,000,000) at which time the escrow may be broken and the proceeds thereof utilized
by the Company for the purposes of the Offering. Such One Million Dollar aggregations
of Unit sales proceeds may be repeated until the maximum of the Offering has been
attained.

ACC00325
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subscribing investors must be provided to the bank in conjunction with the request to
disburse the net escrow proceeds. This procedure may be repeated for each such Ten
Million Dollar aggregation of such proceeds in the Escrow Account until the aggregated
maximum amount of the Offering has been reached.

7. If at any time during the term of the OHIering a subscnlbing Investor makes written
demand upon the Company or the Underwriter for the return of said Inventor's
investment, an amount equal to said Investor's respective investment plus his pro rata
share of investment interest earned in the Escrow Account net his pro rata share of
escrow fees to date shall be returned to him upon written notice thereof given to the Bank
by the Managing Member on behalf of the Company and by the Underwriter. Upon
receipt of such notice, the Bank shall distribute said net amount to said Investor at the
Invest"tor's address provided by the Managing Member or the Underwriter in the form of a
bank cashier's check payable to said Investor.

8. If at the expiration of the term of the Offering (and any extensions thereof) the collected
sales proceeds Boy the subscriptions of at least One Thousand (1,000) Units
($l,000,000) are not on deposit in the Escrow Account, the Company through the
Managing Member and the Underwriter shall so notify the Bank in writing. Said notice
to the Bank shall include the name and mailing address of each subscribing Investor for
the purpose of the return of the escrowed funds. Upon receipt of said notice, the Bank
shall as soon as possible thereafter cause cash payments to be distributed to each
subscribing Investor at said mailing address provided by the. Compaq y or the
Underwriter. Said cash payments to the subscribing Investors shall be the amount of the
Investor's respective investment plus Investor's pro rata share of the investment interest
earned by the Escrow Account, net his pro rata of escrow fees. Such distribution to the
subscribing Investor shall be in the form of a bank cashier's check payable to said
Investor.

9. The Baink may rely and shall be protected 'm acting upon any written or verbal notice,
instruction or request to the Baxnk hereunder and believed by it to be genuine and
believed by it to have been signed or made by the appropriate party pursuant to this
Agreement.

10. The Bank shall not be liable for any action taken or not taken by it in good faith and
believed by it to be authorized or within the rights of powers conferred upon it by this
Agreement With regard to any such action or omission, the Bank may consult with
counsel of its own choice. Any action taken or suffered by the Bank hereunder in
good faith shall be deemed to have been authorized by the Company and its
Managing Member and by the Underwriter. The Bank is not bound by the terms of
any other agreements between the parties, despite knowledge thereof; including the
agreements attached hereto as Exhibits A and B.

11. The Bank may resign and be discharged hum its duties hereunder by giving if teen
(15) days written notice of such resignation specifl/ing the date when its resignation
shall take effect.

12. The Company hereby agrees to pay the Bank reasonable compensation for services to be
rendered hereunder and will pay or reimburse the Bank upon request for dl expenses,
disbursements and advances, including reasonable attorney fees incurred or made by it in

Baylor/Gavic LLC 24
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THE BANK: Star Bank N.A.
910 w. Main Street
Troy, OH 45373
Attention: Thomas J. Klee, V.P. Trust Officer

17. General Provisions.

O

a. Entire Agreement: This Agreement constitutes and is the entire agreement of the parties and
supersedes all other prior understandings and/or agreements between the parties regarding the
matters herein contained, whether verbal or written.

b. Assignment: No party to this agreement shall be entitled to assign its interest without the prior
written approval of the other parties.

c. Execution of Other Documents: Each of the parties agrees to execute any other documents
reasonably required to fully perform the intentions of this Agreement.

d. Binding Effect: This agreement shall inure to and be binding upon die parties hereto, their agents,
employees, heirs, personal representatives, successors, and assigns.

e. No Waiver of Future Breach: The failure of one party to insist upon strict performance or
observance of this agreement shall not be a waiver of any future breach or of any terms or
conditions of this agreement.

£ Attorney's Fees: In die event of any litigation arising out of this agreement, between any of Me
parties hereto, their heirs, personal representatives, agents, successors or assigns, the prevailing
party shall be entitled to recover costs and attorney's recs.

g. Governing Law: This agreement shall be govemcd and interpreted by the laws of the State of Ohio
and the venue therefore shall be the State of Ohio.

h. Execution of Multiple Originals: Four original counterparts of this areenn :rt shall be executed
by these parties.
Severability: In the event any provision or article of this agreement conflicts with the applicable
law, such conflicts shall not affect the provisions of this agrecnncnt which can be given effect
without the conflicting provision.

i .

IN WITNESS WHEREOF, the parties hereto have executed and made etfcctive this Agreement on the day and
year first above written.

THE COMPANY: Baylor/Gavic LLC
An Ohio Limited Liability Company

By Philip A. Lehman, President
Of the Managing Member

MANAGING MEMBER: Tower Venture LLC
An Ohio Limited Liability Company

By Philip A. Lehman, Pr¢sid¢n¢

UNDERWRITER: Tower Equities, Inc.

By

THE BANK:

Philip A. Lehman, Chairman

Star Bank N.A.

By Thomas J. Klotz, V.P. Trust Officer

Baylor/Gavic LLC
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EXHIBIT D
to Private Placement Memorandum

for Accredited Investors

BAYLOR/GAVIC LLC

Purchaser Questionnaire

Baylor/Gavic LLC
8141 n. Main SL
Dayton, OH 45415

Attention: Philip A. Lehman

Re: Baylor/Gavic LLC

Gentlemen:

The following information is fmnnishcd to you in order for you to determine whether the undersigned is qualified to purchase
Units of Preferred Ownership With Preferred Membership (Units) in the above referenced company pursuant to sections 4 (2) of
the Securities Act of 1933, as amended (die "Aet"), Regulation D promulgated thereunder, and appropriate provisions of
applicable stare securities laws. I understand that you will rely upoN the following information for purposes of such
determination, and that the Units will not be registered under die Act in reliance upon the exemption ti-om registration provided
by sections 4 (2) of the Act, Regulation D, and appropriate provisions of applicable stare securities laws.

ALL INFORMATION CONTAINED IN THIS QUESTIONNAIRE WILL BE TREATED con1=mEnT1A1.Ly. However, I
agree that you may present this questionnaire to such parties as you deem appropriate if called upon to establish that the proposed
offer and sale of the units is exempt from registration under the Act or meets the requirements of applicable stare securities laws.

goercby provide you with the following repuvssentaxtions and informdon:

Name:

z. Residence Address & Telephone No:

3. Mailing Address:

4. Employer & Position:

5. Business Address & Telephone No:

6. Business or Professional Education & Degree:

7. Prior Employment (5 Years):
Employer Nature of Dudes Dates of Employment

8. Prior Investments of Purchaser:

Capital Stock
None

Up to
$50,000

Amount (Cumulative)
$50,000 to Over
$1,000,000 $1,000,000

Bonds
None

Up to
s50,000

$50,000 to
s1,000,000

Over
S l ,000,000 ACC00330
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9 10. Finaucial lnformationz

(a) represent that my individual net worth (exclusive of home, home 5Jmishings and personal automobiles)
is in excess of S

(b) I represent that my individual net worth including home, home tixmishings and personal automobiles
is in excess of S

(c) I represent that my individual joint
1996 s
l997 s
1998 (estimate) s

gross income was in excess o&

(d) I have such Knowledge and experience 'm financial; tax and business makers that I am capable of utilizing the

investment in the Notes, and to make an informed investment decision with respect to the Notes. I do not desire to
utilize a Purchaser Representative in connection with evaluating such merits and risks. I understand, however, that
the Company may request that I use a Purchaser Representative.

information made available to me in connection with the o&lering of the Notes to evaluate the merits and risks ofan

Please Initial Here

I 1. Except as indicated below, any purchases of the units will be solely for my account, and not for mc account of any other
person or will a view to any resale or distribution d1ereo£

12.

V •

I represent to you that the information contained herein is complete and accurate and may be relied upon by you. I
understand that a false representation may constitute a violation of law, and that any person who sutlers dalnuage as a result of
a false representation may have a claim against me for damages. Twill notify you immediately of any material change in any
of such information occurring prior to the closing of the purchase of units, if any, by me.

Name (Please Print)

Signamre

Executed at

(Cry) (51=1=)

on this day of 19___

ACC00332
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EXHIBIT E

SUBSCRIPTION AGREEMENT
FOR UNITS OF BAYLOR/GAVIC LLC

AN OHIO LIMITED LIABILITY compAlw

The undersigned hereby agrees to purchase units of Preferred Ownership Interest With Preferred Membership
("Units") in Baylor/Gavic LLC, an Ohio limited liability company ( the "Company"), at the price of S per Unit for
an aggregate subscription of S . The undersigned agrees that concurrently with signing this Subscription
Agreement, he will pay the purchase price for all Units so subscribed by check for the purchase price to be held in escrow by
Tower Venture LLC, (the "Managing Member") until subscriptions have been accepted for Units providing sufficient funds to
commence Company operations, or if subscription occurs after such time, until or any earlier release of funds to the
company pursuant to the Company's Operating Agreement.

The undersigned hereby represents and warrants to the Managing Member, the Company and other investors that:

(H) I have read had understand the Private Placement Memorandum dated August 15, 1998, pursuant to
which the Units are offered, the Certificate of ownership, Articles of Organization of the Company, the
Operating Agreement of the Company, and the Certification of Adoption and Ratification of the
Operating Agreement prior to my execution of this Subscription Agreement; .

(b)

(c)

I recognize the speculative name of this investment;

Disregarding my investment in the Company, lam one of the following: (I) Any bank, savings and
loan association, baker or dealer, insurance company, investment company, business development
company, Small Business Investment Company, and some employee benefit plans. (2) Any private
bWiness development company. (3) Any organization, corporation, business trust or partnership not
formed for the specie purpose of acquiring the securities offered, with total assets in excess ot'$5
million. (4) Any director, executive officer or gcneraLl partner of the issuer or of a general partner of the
issuer. (5) Any person whose individual net worth, or joint net worth with spouse, at time of purchase
exceeds $1 million. (6) Any person who had an annual individual income M excess ot`$200,000 in the
past two years or annual joint income with. spouse in excess ofS300,000 in those years and has a
reasonable expectation of reaching die same income level in die current year. (7) Any trust, with total
assets in excess of S5 million, not formed for the specific purpose of acquiring the securities o&lered
whose purchase is directed by a sophisticated person. (8) Any entity in which aLly of the equity owners
arc accredited investors.

(d) I have reviewed the documents and information relating to the transaction and have substantial
experience in invesunents and business caners and recognize the merits, disadvantages and risks of an
investment in this nature, and/or business, tax and/or legal advisors have reviewed the documents and
information relating to this transaction and they have advised me as to the merits, disadvantages and
risks of this offering.

(=) I aclmowledge that the Units to be sold in this offering have not been registered under the Securities
Act of 1933 in reliance upon the exemption provided by Section 4 (2) of said Act.

(5 I understand that certain precautions are necessary to ensure that no Units are resold 'm violation of
Section 4 (2) and that the Managing Member will make the necessary notations in the records of the
Company to prevent the transfer of any Units in violation of the above restrictions;

(8) Iunde!staundd1at(i)the Uninare unregisteredseehritiaandeanberesoldbyapurchaseronlyifhe
registers the Units under the Securities Act of 1933 or obtains an opinion of colmsel satisfactory to the
Managing Member that registration is not required , and (ii) this restrictioN on tralnsfa is in addition to
the restrictions in Section 4 (2) started above.•

(h) I am acquiring the Units that I have committed to purchase for my own account as principal for
investment purposes only and without a view to the resale, transfer or distribution thereon and I will
not offer to sell or

Baylor/Gévic LLC 30 ACC00333
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EXHIBIT F

D MEMBER CERTIFICATION OF A~DOPTION AND
RATIFICATION OF OPERATING AGREEMENT

THE UNDERSIGNED, being Members of Baylor/Gavic LLC, An Ohio Limited Liability Company,
(the "Company") evidence their adoption and indication of the foregoing Operating Agreement of the
Company.

EXECUTED by Members on the date indicated.

COMMON MIEMQBERSI-HP:

Tower Venture LLC, an Ohio Limited Liability
Company ' |

Baylor/Gavic Associates LLC, an Illinois Limited
Liability Company

By By
Philip A. Lehman, Managing Director Kenneth G. Baylor, Managing Director

By
Mark H. Gavic, Managing Director

Date: Date:

PREFERRED MEMBERS :

Name
Prim name:

Date

Address

Name
Print name:

Date

Address

Name

t D3II1€Z
Date

o~
Address

Baylor/Gavic LLC 32 ACC00335
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EXHIBIT G

•

CERTIFICATE no. Preferred Units
(fully paid, redeemable)

CERTIFICATE OF QWNERSHIP
OF PREFERRED UNITS OF

BAYLOR/GAVIC LLC

THIS cE1m1=1Es um

registered Owner of

Ownership MW membership in

Company, having two classes of mcmbaship: Preferred and Common.

is the

( ) Pr¢f¢m=<x Uni ts  of

LLC an Ohio Limited Liability

The Prcfcncd Units represented by this cerdiicaxe are not transferable, but an redeemable by

the Owner or the Company. Redemption of Prated Units shal l  be by the payment of money by the

Company to the Owner as provided in the Operating Agreanent of the Company. Upon redemption of

any Preferred Units, the Preferred Membership in the Company represented by said redeemed Prefcrrd

Units shall be automatically terminated.

IN WITNESS WHEREOF, the Company has caused this CERTIFICATE to be issued and

signal by The President of its duly authorized Managing Member, this day of ,

1998. 1

LLC

By
Philip A.. Lehman, President of
Tower Vcnmre LLC
Managing Member of Baylor/Gavic LLC

ACC00336
S-3439A
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EXHIBITH
l

•I4

ARTICLES OF ORGANIZATION

(

I

. F

BAYLOR/GAVIC LLC
An Ohio Limited Liability Company

8141 n. MAIN STREET
DAYTON, 01110 45415

ACC00337
S-3439A
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4 (C)

Cd)

(e)

A copy of all written contracts and agreements, including copies of
any prior agreements no longer in effect. . .
A copy of all tax returns and financial statements for the last three
years of operation. f
A record of contributions from and distributions to each Member by
the Company as required -under Ohio Revised Code Section 1705.28.

9. Amendment ofAlticles. These articles may be am d d ml b • ` in
interest vote of each class of membership. en e o Y Y a majori ty

Dated this 15th day of August, 1998.

IN WITNESS WHEREOF the Undersigned Common Members have executed these
Articles of OrganizatiOn on the date above written:

a

Tower Venture LLC

By:
Philip A. Lehman, President of Tower Venture LLC

Bayloi'/Gavic Associates LLC

By:
Kenneth G. Baylor, Managing Director of Baylor/Gavic Associates LLC

By:
Mark H. Gavin, Managing Director of Baylor/Gavic Associates LLC

ACC00339
S-3439A
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EXHIBIT I

Q
OPER.ATING AGREEMENT

OF

BAYLOR/GAVIC LLC

An Ohio Limited Liability Company

8141 n. MAIN STREET
DAYTON, OHIO 45415

THE PREFERRED UNITS HEREIN DESCRIBED AND REPRESENTED AND ISSUED BY THIS
LIMITED LIABILITY COMPANY (the "COMPANY") UNDER AND PURSUANT TO THIS
OPERATING AGREEMENT HAVE NOT BEEN REGISTERED UNDER THE U.s. SECURITIES
ACT OF 1933 (THE "I933 ACT") OR ANY APPLICABLE STATE SECURITIES LAWS AND ARE
AVAILABLE FOR PURCHASE ONLY TO "ACCREDITED InvEsToRs" wren THE MEANING
OF REGULATION D PROMULGATED UNDER THE 1933 ACT, AS AMENDED. SAID
PREFERRED UNITS ARE BEING OFFERED TO INVESTORS BY THE COMPANY PURSUANT To
A PRIVATE PLACEMENT MEMGRANDUM FOR ACCREDITED INVESTORS ("OFFERING
1\IEMORANDUM") wmcn Is ATTACHED To THIS OPERATING AGREEMENT AND BY Tms
REFERENCE MADE A PART ITEREGE. THIS GFFERING HAS NOT BEEN APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION OF THE UNITED
STATES NOR BY ANY STATE SECURrrIES AGENCY. NEITHER THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES AGENCY HAVE PASSED UPON THE
ACCURACY, ADEQUACY OR COMPLETENESS OF THE OFFERING. THE PREFERRED UNITS
SOLD PURSUANT TO THE OFFERING HAVE NOT BEEN REGISTERED UNDER THE 1933 ACT
IN RELIANCE UPON THE EXEMPNON FROM REGISTRATION PROVIDED BY SECTION 4(2)
OF THE ACT AND PURSUANT To RULE 506 UNDER REGULATION D OF THE U.s. SECURrrTES
AND EXCHANGE commlsslon.

ACC00340
S-3439A
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ARTICLE VIH NOTICE
8.1 Notice
8.2 Waiver of Notice

ARTICLE IX GENERAL PROVISIONS

9.1
9.2
9.3
9.4
9.5
9.6
9.7
9.8
9.9

Entire Agreement
Assignment
Execution of Other Documents
Binding Effect
No Waiver of Future Breach
Attorney's Fees
Governing Law
Execution of Multiple Originals
Severability

ARTICLE x. AMENDMENTS

10.0 Amendments

RATIFICATION AND EXECUTION

1

ACC00342
S-3439A
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If 2.3 Operating Agreement. -This Operating Agreement as maintained in the records of the
Company constitutes the total and complete Operating Agreement of the Company superceding
and excluding all other agreements, memoranda, understandings except the Overing
Memorandum, which is deemed to be part of this' Operating Agreement.

ARTICLE 111
MEMBERSHIP

3.1 Two Classes of Membership. There are two classes of membership in the Company:

(a)
(b)

Common Membership
Preferred Membership

3.2 Common Membership.

(a)

Co)

The Company will issue one hundred (100) Units of Common ownership interest
in the Company ("Common Units"). No certificates shall be issued for the
common membership class or for Common Units. An owner of at least one (1)
Common Unit is a member of the common membership class.
The distribution of issued Common Units shall be set forth in this Operating
Agreement and kept current by amendment, as the case may be. Accordingly,
Common Units of the Company have been issued and distributed as follows :

Tower Venture LLC
Baylor/Gavic Associates LLC
ToW

96 Common Units
_A Common Units
100 Common Units

(c)

(d)

(¢>

(f)

Each Common Member shall be entitled to the number of votes equal to the
number of Common Units owned by him in all makers where the common
membership is entitled to vote. -
The Common Members shall constitute the Board of Directors of the Company,
which shall direct and manage the a§airs and business of the Company. (See
Article W Management).
The Common Members shall be enticed to all funds and/or proceeds generated by
any Transaction her payment of the Preferred Members priority interest, costs of
operation and other obligations of the Company as set forth in the Offering
Memorandum.
Persons holding common membership may also hold preferred membership and
any contribution to capital made by such persons shall be made as Preferred
Members and certificates for Units of Preferred Ownership Interest will be
awarded accordingly to such person as Preferred members. -

3.3 Preferred Membership. .
(a) Preferred Members shall consist of those persons who contribute to the capital of

the Company (1IW€St) for which they shall receive certificates for Units of
Preferred Ownership Interest ("Preferred Units") which automatically vests them
with Preferred Membership.
Although Preferred Members do not participate in the direction and management
of the aEalrs and business of the Company, the airnuative vote of a majority of
the Preferred Uruts of the Preferred Membership and of the Common Membership
must be obtained in order to amend the Articles of Organization, or this Operating

(b)

Baylor/Gavic LLC 4 1
ACC00344
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Iv
MANAGEMENT

• 4.1

<b>

Board of Directors.
(a) The business and affairs of the Company shall be directed and managed by the

Board of Directors composed of the Common Members of the Company. Each
Common Member shall be a Director. Each Director shall have one (1) vote in all
matters determined or acted upon by the Board of Directors, regardless of the
number of Common Units owned by that Director as a Common Member. All
references in the O&lerix1g or elsewhere to the vestment of the direction and
management of the Company in the Common Members shall mean and be
interpreted to mean the Common Members in their capacity as Directors of the
Company acting as the Board of Directors of the Company.
The Board of Directors shall appoint a Common Member of the Company to be
the Managing Member of the Company. Said appointment shall be set forth and
declared in this Operating Agreement.

4.2

(b)

(C)

>
QJG
2488.8¢>wAm

•
(e)

Baylor/Gawic LLC

Manaszinsz Member. ,
(a) The Board of Directors has appointed, and does hereby appoint, Tower Venture

LLC, an Ohio limited liability company, which is a Common Member of the
Company and Co-Sponsor of the OHIering, to be the Managing Member of the
Company. The Managing Member will be the Chief Executive Officer (CEO) of
the Company responsible for the general overall supervision of the business and
aEairs of the Company subject to policy direction by the Board of Directors.
When present, the Managing Member will preside at all meetings of the Board of
Directors and meetings of Members. The Managing Member may sign, on behalf
of the Company, deeds, mortgages, bonds, contracts or other instruments which
have been authorized by the Board of Directors or the appropriate class or classes
of members to be executed, except in cases where the signing or execution is
expressly authorized or delegated by the Board of Directors or by this Operating
Agreement or by Statute to some other OHicer or Agent of the Company; and, in
general, Managing Member will perform all duties as may be prescribed by the
Board of Directors &om time to time.
Since the Managing Member is an entity, the Chief Executive Officer of said
Managing Member entity shall be the individual who acts on behalf of the
Managing Member as CEO of the Company. .

(d) The Managing Member will manage the day-to-day affairs and business of the
Company and will execute direction and policy set by the Board of Directors of
the Company. The Managing Member will be responsible on behalf of the
Company for the Company's compliance with all federal and stare stateS and
regulations relating to the Company's formation, operation and business. Except
for situations 'm which the approval of the Members is expressly required by the
Articles of Organization Or this Operating Agreement, the Maunnager shall have hill
and complete authority, power and discretion to manage and control the business,
a8lairs and assets of the Company, to make all decisions regarding those matters
and to perform any and all other acts or activities customary or incident to the
management of the Company's business, subject to direction and the policies of
the Board of Directors.
The Managing Member shall have the authority to compromise any obligation of
a Preferred Member to make a contribution for any reason whatsoever as the
Managing Member deems to be in the best interests of the Company.

43
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(b)

(<=)

(d)

(¢)

subject to the priority interest of the Preferred Members in the assets and income
of the Company. .
Notwithstanding any other provision of this Operating Agreement or of the
Offering Memorandum, no Director or Managing Member shall be liable to any
Member of the Company with respect to any act performed or neglected to be
performed in good faith and in a manner which such Director or Managing
Member believed to be necessary or appropriate in connection with the ordinal
and proper conduct of the Company's business or the preservation of its property,
and consistent with the provisions of the Articles of Organization and this
Operating Agreement.
The Company shall indemnify the Directors and the Managing Member for and
hold them harmless firm any and all liability, whether civil or criminal, and any
loss, damage or expense, including reasonable attorney's fees, incurred in
connection with the ordinary and proper conduct of the Company's business and
the preservation of its business and property; provided that the Director or
Managing Member to be indemnified acted in good faith and in a manner such
Director or Managing Member believed to be consistent with the provision of the
Articles of Organization, this Operating Agreement and the ORIering
Memorandum; provided, further, that the finding of any such indennnilhcation
shaLl not in any way jeopardize or impact the funding of the Preferred Members'
economic interests.
The Company may indemnify any person who we or is a party defendant or is
threatened to be made a party defendant to any threatened, pending or completed
action, suit or proceeding, whether civil, criminal, administrative, or investigative
(other than an action by or in the right of the Company) by reason of the fact that

.he is or was a Member of the Company, Director, Oncer, employee or agent of
the Company, or is or was serving at the request of the Company, against
expenses (including attorney's fees), judgments, lines and amounts pad in
settlement actually and reasonably incurred by him in connection with the action,
suit or proceeding, if the Common Members determine that he acted in good faith
and in a manner he reasonably believed to be in or not opposed to the best interest
of the Company, and, with respect to any criminal action or proceeding, has no
reasonable cause to believe his conduct was unlawful. The termination of any
action, suit, or proceeding by fudgement, order, settlement, conviction, or on a
plea ofpolo contenderenor its equivalent, will not in itself create a presumption
that the person did or did not act in good faith and in a manner which he
reasonably believed to be in the best interest of the Company, and, with respect to
any criminal action or proceeding, had reasonable cause to believe that his
conduct was Unlawful. ,..
The Company will fund the indemnification obligations provided by this Section
4.6 in the manner and to the extent the Common Members may Hom time to time
deem proper; provided, further, that such funding will not jeopardize the
economic interests of the Preferred Members. .

4.7 88 <
Sea
8 ;
<

Baylor/Gavic LLC

Confidendad Information.
(a) Proprietarv Information. Each Member of the Company hereby agrees that, for

the term of this Agreement and for a period of three (3) years after the termination
of this Agreement, the inanciad information relating to the Offering, including,
but not limited to, information obtained from Preferred Members regarding their
status as Accredited Investors, funds invested, the escrow account established
pursuant to the Overing, and any and all Transactions engaged in by the

45
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5.4 Common Membership Interests. Common Members will be entitled to all Funds 'Lm the
Reserved Funds Account and/or proceeds generated by each and every Transactionotter
payment in title of the Preferred Members' priority interests, costs of operation, and other
obligations of die Company. All such distributions shall be made either by bank cashier's checks
or by wire transfer to the accounts designated by the respective Common Members to the
Managing Member.

v i
FISCAL MATTERS

6.1 Fiscal Year. The is cal year of the Company will begin on the first day of January and
end on the last day of December each year, unless otherwise determined by resolution of the
Members.

6.2 Income Tax Matters. The Company shall elect to be taxed on income as a partnership
and on a cash basis. .

6.3 Deposits. All funds of the Company will be deposited firm time to time tithe credit of
the Company in the banks, trust companies or other depositors as the Managing Member may

select, subject to change by resolution of the Board of Directors.

6.4 Checks. Drafts. Etc. A11 checks, traits or other orders for the payment of money, and all
notes or other evidences of indebtedness issued in the name of the Company will be signed by
the Managing Member. -

6.5 Contracts. The Managing Member shall have the authority to enter into contracts and
execute inSuumenm in the name of the Company in relation to transactions approved by the
Common Members and in relation to operation of the Company.

6.6 Accountant. An Accountant may be selected Nom time to time by the Managing
Member to perform such tax and accounting services as may be required &om time to mc. The
accountant may be removed by the Managing Member without assigning any cause.

6.7 Lezad Counsel. One or more Attomey(s) at Law may be selected iron time to time by
the Managing Member to review the legal a8lairs of the Company and to perform other services
as may be required and to report to the Managing Member with respect to those services. The
Legal Counsel may be removed by the Managing Member without assigrniing the cause.

ARTICLE VII
BOOKS AND RECORDS

7.1 Books and Records. The books and records of the Company must be kept at the principal
office of the Company or at other places, within or without the State of Ohio, as the Managing
Member or Members from mc to time determine.

7.2 Right of Inspection. Any Member of record will have the right to examine and make
copies, at any reasonable time or times for all purpose, the books and records of account, minutes
and records of Members. The inspection may be made by any agent or attorney of the Member.
On the written request of any Member, the Company must mail to such Member its most recent
financial statements, showing in redonable detail its assets and liabilities and the results of its
operations.

Baylor/Gavic LLC 47 ACC00350
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9.9 Severability In the event any provision or article of this agreement conflicts with the
applicable law, such conflicts shall not affect the provisions of this agreement which can be
given effect without the conflicting provision.

ARTICLE X
AMENDMENTS

10.0 Amendments. This Operating Agreement may be altered, amended, restated, or reweded
and a new Operating Agreement may be adopted by the aMnmaNve majority in interest vote of
both classes of Membership, after notice and opportunity for discussion of the proposed
alteration, amendment, restatement, or repeal. .

CERTIFICATIDN

THE UNDERSIGNED, being all of the Members of Baylor/Gavic LLC, An Ohio
Limited Liability Company, evidence their adoption and ratification of the foregoing Operating
Agreement of the Company.

EXECUTED by each Member on the Date°indica1ed.

COMMON MEMBERS:

Tower Venture LLC Baylor/Gavic Associates LLC

By:
Philip A. Lehman, President .  mo l '. s D1I8BaYl°r' M

BYE
Kemp¢¥h G~

By:
Mark H. Gavin, Managing Director

Date: Date:

Preferred Members:

Date: Date:

/

Date: Date:

ACC00352
S-3439A
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,~6 <>PRNATE PLACEMENT MEMQRANDUM

FOR ACCREDITED INVESTORS r '

Q Wellington LLC, An Ohio Limited Liability Company ("Company")

av

$50,000,000

o» o
Offering Consisting of

Units of Preferred Ownership Interest with Preferred Membership ("Units") In the Company
0

Offered From August 15, 1998 through October 15,1998
1998. See Period of Offerizi)

Co-Sponsors: Tower Venture LLC, an Ohio Limited Liability Company.
and Wellington Industries LLC

(May be extended to December 15,

<e'3al°%%4 9 4  o f
a t  6

-o~%.%,¢
6 4 6

3%-9
%% 6, . g %

"' <1
'f»"=é¢'

=g,g.~g°
a W
9* 4

9,
("Tower Venture")

Price to
Investor (1)

Underwriting
Commission (2)

Net Proceeds
For Investing

Minimum Per Investor
Mininnuum Of Offering
Mazdmum Of Offering

$ 1,000,000
$ 1,000,000
$ 50,000,000

None
None
None

s 1,000,000
s 1,000,000
$ 50,000,000

(1) The amount of a Unit shall be $1,000. A minimum of One Thousand Units per Investor
is required. No fractional Units will be permitted.

(2) No commissions or other compensation for selling Units are available.

THIS o1=1=ER1nG is AVAILABLE ONLY To "ACCREDITED HWESTORS." THB IIWESTOR MUST BE AN
"ACCREDITED invEsToR" WITHIN mE MEANING OF REGULATION D PROMULGATED UNDER me
U.S. SECURITIES ACT OF 1933, AS AMENDED, AND THE HWESTOR SHOULD CONSULT IT'S own
LEGAL COUNSEL, ACCOUNTANT AND/OR OTHZER PROFESSIONAL ADVISORS As TO LEGAL, TAX
AND OTHER RELATED MATTERS CONCERNING THIS oF1=ER1nG. (See Suitability and Advisors)

THIS OFFERING HAS NOT BEEN APPROVED OR DISAPPROVED BY mE SECURITIES AND
EXCHANGE commrsslon OF THE UNITED STATES NOR BY ANY STATE sEcURIr1Es AGENCY.
NEHHER THE SECURITIES AND EXCHANGE COMIv1ISSION NOR ANY STATE sEcUR1T1;Es AGENCY
HAS PASSED UPON THE ACCURACY, ADEQUACY OR COMPLETENESS OF THIS OFFERING. ANY
REPRESENTAHON To THE CONTRARY IS A CRIMINAL OFFENSE.

THE PURCHASE OF THIS INVEST1V1ENT SHALL NOT BE THE RESULT OF ANY OFFER OR
SOLICITATION OF AN EXEMPT SECURITY, OR EXEMPT TRANSACTION IN ANY jURISDICTION IN
WHICH SUCH AN OFFER OR SOLICITATION WOULD BE UNLAWFUL. NO PERSON OTHER THE
SPONSORS AND THE UNDERWRITER HAVE BEEN AUTHORIZED TO GIVE ANY INFORMATION
(OTHER THAN THAT CONTAINED IN OTHER DOCUMENTS REFERRED TO HERErN> OR TO MAKE
ANY REPRESENTATIONS CONCERNING THIS OFFERING OTHER THAN THOSE CONTAINED HEREIN,
AND IF GIVEN OR MADE, SUCH OTHER INFORMATION OR REPRESENTATION MUST NOT BE RELIED
UPON.

EXHIBIT

ACC00354
S-3439A

Wellington LLC 1
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proceeds while on deposit in the Escrow Account (net of bank escrow fees) in addition to the
amount which the Investor is entitled by Unit ownership in a Transaction.

A Transaction may be undertaken solely by the Company and not by any individual
Investor or in partnership with any Investor. The Company may enter into a joint venture with
other companies managed by Tower Venture LLC ("Joint Venture") to undertake a Transaction
on a pro rata basis as a member of said Joint Venture. The Joint Venture would be managed by
Tower Venture LLC. At any mc otter the investment proceeds ("Funds") accumulated and held
in the escrow account amount to Ten Million Dollars ($10,000,000) or more, the Company may
initiate the Transaction and break escrow. With the initiation of the Transaction, the Funds will
be transferred to and deposited in an interest bearing account ("Reserved Funds Account") in the
name of the Company or in the name of a Joint Venture in a money center bank ("Reserved
Funds Bank") in the United States or Europe, as the Company or the Joint Venture may
determine.

The Funds will remain on deposit in the Reserved Funds Account for purposes of the
Transaction for a period not to exceed sixty (60) days. At notice will the Reserved Funds
Account or the Funds therein be subject to any lien, claim, security interest, or hypothecation
whatsoever. During said sixty (60) day period, said Funds will be placed on hold for a period of
twenty (20) international banking days ("Reserved Period") pursuant to a contract entered into
by the Company or a Joint Venture with a trading company sponsored by a European money
center bank which will service die Transaction ("Transaction Bank"). Such hold or reserved
status of Funds is similar to the "blocking" of funds in that the Funds cannot be removed,
transferred, withdrawn or hypothecated during the Reserved Period However, unlike blocking,
there is no underlying claim on said funds.

The Transaction takes place during the Reserved Period (see Summary of Transaction).
Funds and all proceeds derived by the Company i'om the Transaction (including its pro rata
share from any Joint Venture) will be utilized to f irst pay their Maximum Return. Such
Maximum Return will be paid to the Investor within Ive international banking days after the end
of the Reserved Period. Upon said payment to Investor, investor's Units will be automatically
redeemed and cancelled and investor's Preferred Membership in the Company will be
automatically terminated. No payment will be made by any Joint Venture or the Company to
CornrnonMembers ot` the Company, to others, or for any costs whatsoever, in the respective
Transaction until investors have been pad their' Maximum Return.

On a "best eEorts" basis, the Company expects, but is "unable to assure, that the
Transaction will provide a substantial amount of profit. The actual amount of profit will remain
uncertain and unknown until just prior to the execution of the Transaction contract, however, the
profit is expected to be substantially greater than the amount required to achieve the Maximum
Return for an Investor. All profit received by the Company will be allocated to the INvestors
(Preferred Members) until depleted or the Investors have received their Maximum Return. The
remaining profit, if any, will be allocated to payment of Company costs and then to the Co-
Sponsors (Common Members). Once an Investor has received his Maximum Return for a
particular Transaction, his Units will be redeemed, his preferred membership in the Company
represented by said Units will be terminated, and he will have no further claim to any profit or
cash of the Company. Any consideration by an Investor to reinvest must be directed by the Co-
Sponsors to a separate Transaction under the Offering.

ACC00357
S-3439A

Wellington LLC 4



A

x

I • USE OF PROCEEDS

The entire proceeds 8'orn the Investor will deposited into the Reserve Funds Account
as part of the proposed transaction contemplated in this offering. See The Offering and
Transaction Summary).

AmOunt (000's Ornitted)

Minimum Maximum
USE OF INVESTMENT PROCEEDS -

Deposited into Reserved Funds Account S 10.000 s 50,000

MANAGEMENT

Management of the Company shall be exercised by Tower Venture LLC, an Ohio
limited liability company, which is a Common Member of the Company and a Co-Sponsor of
this offering. As Managing Member of the Company, Tower Venture LLC will execute
policy set by the directors of the Company and pay the costs and liabilities of operating the
Company. As manager, Tower Venture LLC will be responsible on behalf of the Company
for the Company's compliance with all applicable federal and State statutes and regulations
relating to the Company's formation, operation, and business. The duties and responsibilities
of Tower Venture LLC as manager of the Company are set out in the Company's Operating
Agreement, Exhibit I hereto. The Company's board of directors consists of all Common
Members of the Company. (See Co-Sponsors/Directors).

Tower Venture LLC is managed and controlled by Eve directors: Philip A. Lehman,
John L. Run ft, Rick D. Shirrell, Steve C. Swanson, and James R. "Jack" States. All decisions
made and all action taken by Tower Venture LLC must be upon unanimous vote of the above
named directors, except that the vote of a single director can cause dissolution of Tower
Venture LLC. Whereas the aHIairs of Tower Venture LLC will be managed by said Ive
directors, certain of the directors shall have various, specific responsibilities related to such
management. Philip A. Lehnuain serves as chairman of the board of directors and as President
of Tower Venture LLC. John L. Runic serves as Secretary of Tower Venture LLC and as
legal advisor. Independent of the offices of President and Secretary, all directors have been
and will be assigned specific tasks regarding the management and operation of Tower
Venture LLC.

The ownership of Tower Venture LLC resides in the Eve entities listed below:

1. S & P Business Tnxst, an Ohio business trust, . .
managed by Philip A. Lehman and Sara A. Merrick;

2. Karlinrnar Holding LLC, an Idaho limited liability company,
owned by Run ft family entities and
an Ohio business trust managed by John L. Runic;

ACC00359
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1981); Member, President's Partners, Albertsons College of Idaho (1982-1990; and several other
civic organizations.

Mr. Runt: has a B.A. degree in Political Science &om Albertsons College of Idaho in 1962
in Caldwell, Idaho and a J.D. degree Dior the University of Chicago Law School in 1965.. While
at the University of Chicago Law School, he was the recipient of a National Honor Scholarship
and he earned the Jackson Prize in Constitutional law.

RICK D. SHJRRELL, age 41, is the founder and principal of Financial Consulting
Group, a consulting services fir nu. He established his Hrnu during 1990 to engage in providing
financial and technical services to major corporations, smaller companies and individuals. He is
currently a Director and Consultant for various organizations in finance and technology.

From 1984 to 1990, prior to establishing his own Earn, lye. Shirrell was a Senior Vice
President of Landmark Bankshares Corporation, a mu.ld~bil1ion dollar regional bank holding
company with headquarters in St. Louis. He was a member of the Executive Management
Committee and his responsibilities included operations, systems, acquisitions, merger and
corporate special projects. For a subsidiary, Landmark Services Corporation, he was Executive
Vice President, Chief Operations Oncer and Director responsible for all corporate functions and
services of centralized operations, information technology, document processing, aMliate bank
profitability, productivity, and bank acquisitions and mergers. From 1981 to 1984, Mr. Shiirrell
was a Senior Consultant for KPMG Peat Marwick in St Louis. He is also a Director of Tower
Venture LLC.

g Mr. Shirred has authored many articles on the topics of Enancid institution profitability,
business strategies and tinancial industry trends. He is a member of the American Bankers
Association, Financial Managers Society, and Southeast Missouri State University Alumni
Board. He received a B.S. degree in Business Administration in 1979 &om Southeast Missouri
State University. In addition, he has completed graduate work at the School of Business of
Washington University in St. Louis.

STEVE C. SWANSON, age 60~, is the sole stockholder and President of Swanson & Co.,
Inc., an investment services iirnn. He is the Registered Principal and Registered Representative
of the firm, which is a member of the National Association of Securities Dealer, Inc. (NASD).
He is a major shareholder, Director and Oncer of several small companies moWn in the real
estate industry. He is also a Director of Tower Venture LLC.

Mr. Swanson established the company along with Swanson Investments, a sole
proprietorship, during 1978 to engage in the yield of investments and investment services. He is
a sponsor/general partner in several private placement syndications. One of  them was
underwritten by Boettcher & Company, a regional investment banking iirnn MM headquarters in
Denver, Colorado. The others were underwritten by Swanson & Co., Inc. In addition, Mr.
Swanson has provided financial and investment advisory and management services to many
privately owned companies.

Prior to 1978, Mr. Swanson had an extensive, diversified, seventeen year 'financial
services background which included eleven years in the practice of public accounting with local
tinnies, international Ernns and as a sole practitioner. In 1971, he was a manager in the Boise/San
Francisco office of Coopers & Lybrand (now PricewaterhouseCoopers). During the remaining

Wellington LLC 8 ACC00360
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respective investments plus one hundred percent (100%) profit before any Funds or
proceeds generated by the Transaction may distributed to the Common Members or
applied to the Company's costs or debts. The Units are redeemed and the preferred
membership is terminated upon payment to the Investor within five (5) international
banking days after the Reserved Pedod The accounting records of the Transaction shall
be open to .those Preferred Members (Investors) .who provided investment proceeds
utilized in the Transaction at any time; up to Ive (5) years after termination of said
preferred membership. .

(b) Common Membership. Common Membership is issued and limited only to the Co~
Sponsors, Tower Venture LLC, an Ohio linnited liability company, and Wellington
Industries LLC, a Nevada limited liability company. Tower Venture LLC iStle Manager
of the Company, subject to the board of directors, and will bear the costs of operating the

Company. As the common members, Tower Venture LLC and Wellington Industries
LLC will be entitled to all Funds and/or proceeds generated by the Transaction after
payment of the preferred members' priority interest, costs of operation, and other
obligations of the Company.

3. O&lerinfz. This Offering to Investors is for the purchase of Units of preferred ownership
interest with Preferred Membership in the Company for the price of One Thousand Dollars
($1,000) per Unit. This Offering is an exempt offering pursuant to Rule 506 under SEC
Regulation D; A Form D will be tiled with the SEC for the offering. This Overing is available
only to "Accredited Investors" as deaned pursuant to Rule 501 under SEC Regulation D. (See
offering) ,

4. Co-Sponsors. Tower Venture LLC, an Ohio limited liability company and Wellington
Industries LLC, a Nevada limited habxlity company, are the Co-Sponsors of the Company and of
the offering. (See Co-Sponsors).

5. Offeror. The Company is the O&leror of this private placement for Accredited Investors.

(See Offering).

6. Issuer. The Company is die Issuer of this Offering.

7. Management. Tower Venture LLC is the Managing Member of the Company subject to
policy direction by the Board of Directors. (See Management).

8. Underwriter. Tower Equities, Inc., 8141 N. Main Street, Dayton, Ohio 45415 is the
Underwater for this Otfenng. Tower Equities, Inc. is registered with the SEC and is a member
of the National Association of Securities Dealers ('NASD") and is a registered investment
advisor. (See Underwriter). ,

9. Joint Venture. The Company may form a Joint Venture with other companies managed
by Tower Venture LLC 'in order to undertake a Transaction in the name of the Joint Venture so

as to accrue the transactional advantages of the aggregation of the combined assets of member
venturers. A chart depicting the potential organizational relationships involved in such Joint
Ventures is attached as Exhlblt J.

ACC00362
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RISK FACTORS

The Investors, as Accredited Investors, are expected to consider, independent &om this
ofL"e1ing document, the risks associated with investing in a unique investment such as provided
by this offering.

There are various kinds and degrees of risk associated with investing in this offering.
One of the significant risks is the alternative use of money while the invesunent is in the Escrow
account and the Reserved Funds Account and the possibility that the investment will be returned
with no profit other than minimal Escrow account interest. The Company believes that there is
minimal risk associated with preserving the investment while in the Reserved Funds Account.
Those with the authority to execute the Transaction documents have been specifically instructed
to not put the Funds (Reserved Funds Account) at risk.

There are, however, certain risks to the Investor involved in entering into a Transaction
that:
•

•

•

•

•

•

is outside of the United States.
The Company believes that the Reserved Funds Account has minimal risk but any profit

that is expected to result from the transaction has greater risk of not being realized by the
Company. The Reserved Funds Account will be in the United States or, if appropriate for
the Company, in Europe. The Transaction will occur in Europe.
involves certain non-disclosed inflormationL

These Transactions are private transactions which involve contidendal agency and other
agreements, the terms of which the parties are typically reluctant to discuss publicly.
involves certain agreements to be entered into otter the offering period.

The proposed Transaction contract will be presented to the Company only after the
Reserved Funds Account has been established
involves an area of investing in which the terms and conditions are constantly changing.

These Transactions are subject to rapidly changing economic conditions and the
pressures of supply and demand of financial instruments and the investment capital.
is dependent on the integrity, competence and judgment of the Co-Sponsors.

The documents will be received and reviewed by the Managing Director of the Company
and the final documents executed by Mr. Lehman as CEO and Mr. Run ft as Secretary and
Company transactional attorney. The Managing Director represents that the Company will
comply with terms of this Overing.
is dependent on individuals with limited direct experience with these kind of transactions
and the third parties to the Transactions.

The Members of the Managing Director, while very experienced businessmen and
professionals, have limited experience relating to the type of transaction and the third
parties to the expected Transaction.
is a8:lected by certain income tax issues as outlined in Tax Aspects.

Any income will be taxable as ordinary income to U.S. income tax paying entities. Any
loss will not be, for the most part, deductible except as an offset to either capital gains or
passive income, depending on the tax treatment allowed pursuant to the Internal Revenue
Code.

ACC00364
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Any and all other significantly relevant, non-contidendal information not included herein,
will be made available by the Managing member, Tower Venture LLC, to all Investors at the
proper time for making an adequate evaluation prior to investing. (See Suitability and Advisors).

UNDERWRITER

The Company has entered into an underwriting agreement width Tower Equities, Inc.
(the Underwriter). This agreement is attached to the O&lering as Exhibit B.

The Company has employed the Underwriter as its agent to sell, on a "best efforts" basis,
Units as outlined on the cover page of this O&lering. The Underwriter will receive no
compensation. However, if the Managing Member of this Overing successfully completes a
Transaction through this or other o13lerings, the Underwriter will be reimbursed for certain
specified expenses incurred in this Offering.

Although the Underwriter will receive no compensation if it sells this Offering, an
a&iliated entity of the Underwriter will receive a substantial froNt. Philip A. Lehman, the
principal shareholder of-the Underwriter, has indicated tract he believes the Underwriter will
directly or indirectly receive appropriate benefits upon the successful completion of a
Transaction through this or other o&lerings. See Management and Conflicts of Interest.

The Underwriter, an Ohio corporation, is a member Erma of the National Association of
Securities Dealers, Inc. (NASD) and an Investment Adviser registered with the SEC. The
Underwriter has approximately one hundred (100) licensed securities sales representatives
located in thirty (30) states.

CO-SPONSORS/DIRECTORS

The Co-Sponsors of this Overing are two limited liability companies which are the
Common Members and Directors of the Company.

One of the Co-Sponsors is Tower Venture LLC, an Ohio limited liability company,
which is also the Managing Member of the Company. It was formed without capital as a service
company for providing investment opportunities to investors similar to the investment
opportunity presented in this o8lering. (See Management).

The other Co-Sponsor is Wellington Industries LLC, a Nevada limited liability company.
It was formed without capital as a service company for providing certain expertise and
management assistance services to die Company. Wellington Industries LLC will be responsible
for providing investment, business, 'financial and insurance advice, contracts, and expertise to the
Company and to assist Management in these and related areas.

Wellington Industries LLC is owned, managed and controlled by Dennis D. Marthe and
Jonathan E. Mantle, managing director(s): w

w
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Wellington LLC

Dennis D. Mantle, age 57, is currently functioning as a business advisor to several
companies. Prior to entering his consulting practice, Mr. Marthe has served as a founder,
stockholder, board member, president or in a senior management capacity for several
corporations. In these various capacities, he participated in or had bottom line responsibility in
all areas of business including; finance, accounting administration, personnel recruiting, product
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EXHLBH A

DESCRIPTION OF TRANSACTION

A Reserved Funds Transaction ("Transaction") can take place only when the Reserved
Funds Account contains investment proceeds on deposit in the sum of a least Ten Million
Dollars ($l0,000,000). Depending upon the number of Investors and as set forth in the
Operating Agreement, the Managing Member of the Company may elect not to participate in a
Transaction until the escrow account contains a specified sum in excess of One Million Dollars
($I,000,000) in order to compensate for any unanticipated withdrawal of investment proceeds by
an Investor seeking a reiilnd. When the investment proceeds in escrow reach the agreed level,
the Managing Member of the Company will instruct the Underwriter to give the respective
financial management company notice and proof that the requisite funds are on deposit ready to
proceed with the Transaction. Such notice and proof of funds may be given by a Joint Venture
of which the Company is a member. This notice and proof of funds will be accompanied by the
Company's, or respectively the Joint Venture's, application to undertake the Transaction and the
resolution of the Company or the Joint Venture authorizing the Transaction and other documents
required by the Financial management company. Upon approval of the application, the Financial
management company will instruct the Company or the Joint Venture, as the case maybe, to
establish an interest bearing account ("Reserved Funds Account) in the name of the Company or
the Joint Venture in a designated money center bank ("Reserved Funds Bank") in the United
States or Europe, as the Company or the Joint Venture and the Enancid management company
may determine. Upon the selection of the designate Reserved Funds Bank, the Financial
management company will make arrangements for the Company or the Joint Venture to establish
the Reserved Funds Account at that bank.

IMmediately upon the establishment of the Reserved Funds Account, the Company will
break escrow and transfer the investment proceeds &om the escrow account to the Reserved
Funds Account. Upon receipt of confirmation of the deposit of the investment proceeds in the
Reserved Funds Account, the f inancial management company will cause a draft of the
Transaction contract to be sent Tower Venture LLC as the Managing Member of the Company
or of the Joint Venture for review and approval.

The Transaction commences with the execution of the Transaction contract 'm Europe
between the Managing Member on behalf of the Company or the Joint Venture, as the case may
be, and a designated hading company authorized and sponsored by a money center bank
("Transaction Bank"). The fee arrangement between the Company and the f inancial
management company will be incorporated into the Transaction contract. The execution of the
Transaction contract takes place in the Transaction Bank between the Company or the Joint
Venture represented by the Managing Member and the trading company in the presence of an
officer of the Transaction Bank and possibly a representative of the Enanciad management
company. The trading company's sponsorship and authorization by the Transaction Bank will be
confirmed and authenticated at the time of the execution of the Transaction contract. The
Transaction provides that the Funds in the Reserved Funds Account shall be reserved (placed on
hold) for a period of twenty (20) international banking days. The provisions of the Transaction
contract whereby the Company or the Joint Venture agrees to the placing of the Funds on reserve
status, or hold, will not create or cause to be created any security interest in, liens or claims
against, or any other hypothecation of the Funds in the Reserved Funds Account. The effect of
the reserved status (hold) on said Funds shall be that during said twenty (20) day period, said

Wellington LLC 16 ACC00368
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EXHIBIT B

UNDERWRITING AGREEMENT

THIS Underwriting Agreement ("Agreement") is entered into and made elective on and
as of the 15th day of August, 1998 by and between Wellington LLC, an Ohio limited liability
company (the "Company") and Tower Equities, Inc., an Ohio corporation (the "Underwriter").

RECITALS

A. The Company is the issuer and offerer of a private o&lering (the "Offering") consisting of
units of preferred ownership interest with preferred membership ("Units") iN the Company
offered &om August 15,1998 through October 15, 1998. Pursuant to Regulation D of the U.S.
Securit ies Act of  1933, this Overing is available only to "Accredited Investors" (the
"investors").

B. The amount of each Unit of the Overing shall be the sum of One Thousand Dollars
($l,000). A minimum of One Thousand Units per Investor is required. The minimum of the
Offering is One Million Dollars ($l,000,000) and the maximum of the Overing is Fifty Million
Dollars ($50,000,000). A copy of the Offering memorandum (Private Placement Memorandum
for Accredited Investors) is attached hereto as Exhibit A.

C. The Company desires to retain the services of the underwriter on an exclusive basis in
the Offering for the purposes of supervising and controlling the solicitation and qualification of
the Investors for the sale of Units, collection and deposit of sales proceeds into escrow and
related underwriting functions.

D. The Underwriter is a member of the National Association of Securities Dealers, Inc.
(NASD) and an SEC registered investment advisor. For consideration, the Underwriter is
willing to provide underwriting services to the Company, including but not limited to, the
supervision and consol of the sale of Units, the solicitation and qualification of the Investors for
the sale of Units, the execution of the subscription agreements, and the receipt and deposit of
sales proceeds into escrow relative to the Overing.

NOW, THEREFORE, 'm consideration of the foregoing recitals and of the terms,
conditions and covenants contained herein, the parties hereto agree as follows:

1. The Company hereby retains the Underwriter on an exclusive basis for the Offering to
provide the hereinafter described underwriting services with respect to the Offering, and the
Underwriter for the consideration hereinaf ter set forth agrees to provide said limited
underwriting services. , , *

2. The services to be provided by the Underwriter shall be exclusively for, and related to,
the O8lering and shall be comprised of the following services, including such services as are
reasonably deemed necessary to accomplish said services:

(a) The Underwriter shall be the exclusive provider of the herein described
underwriting services, however it is understood that Underwriter at its
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THE COMPANY: Wellington LLC
8141 n. Main Street
Dayton, OH 45415
Attention: Philip A. Lehman

THE UNDERWRITER: Tower Equities, Inc.
8141 n. Main Street
Dayton, OH 45415
Attention: Philip A. Lehman

6. General Provisions.

A.

B.

c.

D.

E.

F.

G.

H.

1.

Entire Agreement: This Agreement constitines and is the entire agreement of
the parties and supersedes all other prior understandings and/or agreements
between the parties regarding the matters herein contained, whether verbal or
written. .
Assignment: No party to this agreement shall be entitled to assign its interest
without the prior written approval of the other parties. . .
Execution of Other Documents: Each of the parties agrees to execute any
other documents reasonably required to fully perform the intentions of this
Agreement.
Binding E8lect: This agreement shall inure to and be binding upon the parties
hereto, their agents, employees, heirs, personal representatives, successors,
and assigns. .
No Waiver of Future Breach: The failure of one party to insist upon strict
performance or observance of this agreement shall not be a waiver of any
timbre breach or of any terms or conditions of this agreement.
Attorney's Fees: In the event of any litigation arising out of this agreement,
between any of the parties hereto, their heirs, personal representatives, agents,
successors or assigns, the prevailing party shall be entitled to recover costs
and attorney's fees. -
Governing Law: This agreement shall be governed and interpreted by the laws
of the State of Ohio and the venue therefore shall be the State of Ohio.
Execution of Multiple Originals: Two original counterparts of this agreement
shall be executed by these parties.
Severability: in the event any provision or article of this agreement conflicts
with the applicable law, such conflicts shall not affect the provisions of this
agreement which can be given elect without the conflicting provision.

ACC00372
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EXHIBIT C
ESCROW AGREEMENT

This Escrow Agreement ("Agreement") is entered into and made effective on and as
of the 15th day of Ai1gu5t, 1998 by and among Wellington LLC, an Ohio linnited liability
company (the "Company"); Tower Venture LLC, an Ohio limited liability company as the
Managing Member of the Company ("Managing Member"); Tower Equities, Inc., an Ohio
corporation (the "Underwriter"), and Star Bank N.A., Troy, Ohio (the "Baink").

RECITALS

A.

B.

c.

D.

E.

F.

G.

The Company is the issuer and offerer of a private o8lering (the "Offering")
consisting of units of preferred ownership interest with preferred membership
("Units") in the Company oHIered from August 15, 1998 through October 15, 1998.
Pursuant to Regulation D of the U.S. Securities Act of 1933, this Overing is available
only to "Accredited Investors" (the "Investors").
The amount of each Unit of the Overing shall be the sum of One Thousand Dollars
($l,000). A minimum of One Thousand Um'ts per Investor is required. The
minimum of the O&lering is One Million Dollars ($1,000,000) and the maximum of
the Offering is Fifty Million Dollars ($50,000,000). A copy of the Offering
memorandum is attached hereto as Exhibit A. . .
Management of the Company is vested in Tower Venture LLC, which is the
maNaging common member of the Company. All documents of the Company are
signed on its behalf by Tower Venture LLC as the managing member, through its
president, Philip A. Lehiuuan. *
The Units o&lered by the Company are sold through the Underwriter, Tower Equities,
Inc. The Underwriter supervises and controls the solicitation and qualification of the
I.nvestors,execution of the subscription agreement, receipt and deposit of sales
proceeds into escrow and performs other related underwriting functions. The
Company and the Underwriter have entered into an Underwriting Agreement, a copy
of which is attached hereto as Exhibit B.
In accordance with the requirements of the O&lering, the Managing Member has
determined that the Company will not commence operations unless and until
subscriptions for the aggregate minimum of ten Units have been received and
accepted by the Underwriter on behalf of the Company from subscribing Investors
and the proceeds firm add sales have been deposited in the escrow account with the
Bank for an aggregate minimum of at least One Million Dollars ($l,000,000).
The Bank is willing to establish in the name of the Company a segregated interest bearing
account for the escrow Of Unit sades proceeds (the "Escrow Account") and to act as
escrow agent for said escrowed funds in accordance with the terms of this Agreement.
In accordance with the terms of the Offering, the Company through the Managing
Member has determined that Unit sales proceeds shall be held in the Escrow Account
until the aggregate of said proceeds equaLly or exceeds the sum of One Million Dollars
($l,000,000) Ar which time the escrow may be broken and the proceeds thereof utilized
by the Company for the purposes of the O8lering. Such One Million Dollar aggregations
of Unit sales proceeds may be repeated until the maximum of the O&lering has been
attained.
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subscribing investors must be provided to the bank in conjunction with the request to
disburse the net escrow proceeds. This procedure may be repeated for each such Ten
Million Dollar aggregation of such proceeds in the Escrow Account until the aggregated
maximum amount of the Offering has been reached.

7. If at any time during the term of the Offering a subscribing Investor makes written
demand upon the Company or the Underwriter for the return of said Investor's
investment, an amount equal to said Investor's respective investment plus his pro rata
share of investment interest earned in the Escrow Account net his pro rata share of
escrow fees to date shall be returned to him upon written notice thereof given to the Bank
by the Managing Member on behalf of the Company and by the Underwriter. Upon
receipt of such notice, the Bank shall distribute said net amount to said Investor at the
Investor's address provided by the Managing Member or the Underwriter in the form of a
bank cashier's check payable to said Investor. .

8. If at the expiration of the term of the O&lering (and any extensions thereof) the collected
sales proceeds from the subscriptions of at least One Thousand (1,000) Units
($1,000,000) are not on deposit in the Escrow Account, the Company through the
Managing Member and the Underwriter shall so notify the Bank in writing. Said notice
to the Bank shall include the name and mailing address of each subscribing Investor for
the purpose of the return of the escrowed funds. Upon receipt of add notice, the Bank
shall as soon as possible thereatiler cause cash payments to be distributed to each
subscribing Investor at said mailing address provided by the Company or the
Underwriter. Said cash payments to the subscribing Investors shall be the amount of the
Mvemor's respective investment plus Investor's pro rata share of the investment interest
earned by the Escrow Account, net his pro rata of escrow fees. Such distribution to the .
subscribing Investor shall be in the form of a bank cashier's check payable to said
Investor. .

9. The Bank may rely and shall be protected in acting upon any written or verbal notice,
instruction or request to the Bank hereunder and believed by it to be genuine and
believed by it to have been signed or made by the appropriate party pursuant to this
Agreement.

10. The Bank shall not be liable for any action taken or not taken by it 'm good faith and
believed by it to be authorized or within the rights of powers conferred upon it by this
Agreement. With regard to any such action or omission, the Bank may consult with
counsel of its own choice. Any action taken or so&lered by the Bank hereunder in
good faith shall be deemed to have been authorized by the Company and its
Managing Member and by the Underwriter. The Bank is not bound by the terms Of
any other agreements between the parties, despite knowledge thereof; including die
agreements attached hereto as Exhibits A and B.

11. The Bank may resign and be discharged from its duties hereunder by giving fifteen
(15) days written notice of such resignation specifying the date when its resignation
shall take effect.

12. The Company hereby agrees to pay the Bank reasonable compensation for services to be
rendered hereunder and will pay or reimburse the Bank upon request for all expenses,
disbursements and advances, including reasonable attorney fees incurred or made by it in
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THE BANK: Star Bank N.A.
910 w. Main Street
Troy, OH 45373
Attention: Thomas J. Kleptz, V.P. Trust Oiicer

17. General Provisions.

f_

a. Entire Agreement: This Agreement constitutes and is the entire agreement of the parses and
supersedes all other prior understandings and/or agreements between the parties regarding the
matters herein contained, whether verbal or written.

b. Assignment: No party to this agreement shall be entitled to assign its interest without the prior
written approval of the other parties.

c. Execution of Other Documents: Each of the parties agrees to execute any other documents
reasonably required to fully perform the intentions of this Agreement.

d. Binding Effect: This agreement shall inure to and be binding upon the parties hereto, their agents,
employees, heirs, personal representatives, successors, and assigns.

e. No Waiver of Future Breach: The failure of one party to insist upon strict performance or
observance of this agreement shall not be a waiver of any tincture breach or of any terns or
conditions of this agreement

Attorney's Fees: in the event of any litigation arising out of this agreement, between any of die
parties hereto, their heirs, personal representatives, agents, successors or signs, the prevailing
party shall be entitled to recover costs and attorney's fees.

g. Governing Law: This agreement shall be governed and interpreted by the laws of the State of Ohio
and the venue therefore shall be the State of Ohio.

h. Execution of Multiple Originals: Four original counterparts of this agreement shall be executed
by these parties.

Severability: In the event any provision or article of this agreement conflicts with the applicable
law, such conflicts shall not affect die provisions of this agreement which can be given effect
without the conflicting provision.

i.

IN WITNESS WHEREOF, the parties hereto have executed and made effective this Agreement on the day and
year t°1x°st above written.

THE COMPANY: Wellington LLC
An Ohio Limited Liability Company

By Philip A. Lehman, President
Of the Managing Member

MANAGING MEMBER: Tower Venire LLC
An Ohio Limited Liability Company

By

UNDERWRITER:

Philip A. Lehman, President

Tower Equities, Inc.

By

THE BANK:

Philip A. Lehman, Chairman

Star Bank N.A. .

By Thomas J. Kleptz, V.P. Trust Officer

ACC00378
Wellington LLC 26 S-3439A
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EXHIBIT D
to Private Placement Memorandum

for Accredited Investors

WELLINGTON LLC

Purchaser Questionnaire

Wellington LLC
8141 n. Main St.
Dayton, OH 45415

Attention: Philip A. Lehman

Re: Wellington LLC

Gentlemen:

The following information is furnished to you 'm order for you to determine whether the undersigned is qualified to purchase
Units of Preferred Ownership With Preferred Membership (Units) in the above referenced company pursuant to sections 4 (2) of
the Securities Act of 1933, as amended (the "Act"'), Regulation D promulgated thereunder, and appropriate provisions of
applicable state securities laws. I Understand that you will rely upon the following information for purposes of such
determination, and that the Units will not be registered under the Act in reliance upon the exemption from registration provided
by sections 4 (2) of die Act, Regulation D, and appropriate provisions of applicable stare securities laws.

ALL INFORMATION CONTAINED IN THIS QUESTIONNAIRE WILL BE TREATED con1=1DEnnA1.Ly. However, I
agree that you may present this questionnaire to such parties as you deem appropriate if called upon to establish that the proposed
offer and sale of the units is exempt 6'om registration under the Ac: or meets the requirements of applicable state securities laws.

0 ereby provide you with the following representations and 'mfommaiion'

1. Name:

2. Residence Address & Telephone No:

3. Mailing Address:

4. Employer & Position:

5. Business Address & Telephone No:

6. Business or Professional Education & Degree:

7. Prior Employment (5 Years):
Employer Nanxre of Duties Dates of Employment

8. Prior Investments of Purchaser:

Capital Stock
. None

Up to
s50,000

Amount (Cumulative).
$50,000 ro Over
$1,000,000 $1,000,000

Bonds
None

Up to
s50,000

$50,000 ro
$1,000,000

Over
$1,000,000 ACC00379

Other
None

Up to
s50,000

$50,000 to
s1,000,000

27

Over
s1,000,000
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10. Financial Information:

(a) I represent that my individual net worth (exclusive of home,home iimzishings and personal automobiles)
is in excess of S

(b) I represent that my individual net worth including home, home furnishings and personal automobiles
is in excess of S

(c) I represent that my individual joint
1996 s
1997 s
1998 (estimate) s

gross income was in excess of:

(d) Shave such knowledge and experience in financial; tax and business matters that I am capable of utilizing the
information made available to me in connection with the offering of the Notes to evaluate the merits and risks of an
investment in the Notes, and to make an informed investment decision with respect to the Notes. I do not desire to
utilize a Purchaser Representative in connection with evaluating such merits and risks. understand, however, that
the Company may request that I use a Purchaser RepreSentative.

Please Initial Here

ll. Except as indicated below, any purchases of the units will be solely for my accent, and not for the account of any other
person or with a view to any resaLe or distribution thereof

I represent to you that the 'information contained herein is complete and accurate and may be relied upon by you. I
understand that a false representation may constitute a violation of law, and that any person who su8'ers damage as a result of
a false representation may have a claim against me for damages. I will notify you immediately of any material change in any
of such information occurring prior to the closing of the purchase of units, if any, by me.

Name (Please Prim)

Signature

Executed at

(City) (State)

on this day of
v 19

ACC00381
S-3439A
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EXHIBIT E

SUBSCRIPTION AGREEMENT
FOR UNITS OF WELL1:NGTON LLC

AN OHIO LIMITED LIABILITY COMPANY

The undersigned hereby agrees to purchase units of Preferred Ownership Interest With Preferred Membership
("Units") in Wellington LLC, an Ohio limited liability company ( die "Company"), at the price of$ per Unit for
an aggregate subscription of S . The undersigned agrees that concurrently with signing this Subscription
Agreement, he will pay the purchase price for all Units so subscribed by check for the purchase price to be held in escrow by
Tower Venture LLC, (the "Managing Member") until subscriptions have been accepted for Units providing sufficient funds to
commence Company operations, or if subscription occurs alter such time, until or any earlier release of funds to the
company pursuant to the Company's Operating Agreement.

The undersigned hereby represents and warrants to the Managing Member, the Company and other investors that:

(a) Shave read and understand the Private Placement Memorandum dated August 15, 1998, pursuant to
which the Units are offered, the Certificate of ownership, Articles of Organization of the Company, the
Operating Agreement of mc Company, and the Certification of Adoption and Ratification of the
Operating Agreement prior to my execution of this Subscription Agreement;

Cb)

(¢)

I recognize the speculative name of this investment;

Disregarding my investment in the Company, I am one of the following: (1) Any bank, savings and
loan association, broker or dealer, insurance company, investment company, business development
company, Small Business Investment Company, and some employee benefit plans. (2) Any private
business development company. (3) Any organization, corporation, 'business trust or parmexship not
formed for the specific purpose of acquiring the securities offered, with WW assets in excess of $5
million. (4) Any director, executive 08cm or general parer of the issuer or of a general partner of the
issuer. (5) Any person whose individual net worth, or joint net worth with spouse, at time of purchase
exceeds $1 million. (5) Any person who had an annual individual income in excess 0f$200,000 in the
past two years or annual joint income with spouse in excess of$300,000 in those years and has a
reasonable expectation outreaching the same income level in the current year. (7) Any trust, with total
assets in excess of $5 million, not formed for the specific purpose of acquiring the securities offered
whose purchase is directed by a sophisticated person. (8) Any entity in which dl of the equity owners
are accredited investors.

(d) I have reviewed the documents and information relating to the Transaction and have substantial
experience 'm investments and business matters and recognize the Meris, disadvantages and risks of an
investment in this name, and/or business, tax and/or legal advisors have reviewed the documents and

information relating to this transaction and they have advised me as to the merits, disadvantages and
risks of this offering.

(=) I acknowledge that the Units to be sold in this offering have not been registered under the Securities
Act of 1933 in reliance upon the exemption provided by Section 4 (2) of said Act.

(0 I understand that certain precautions are necessary to ensure that no Units are resold 'm violation of
Section 4 (2) and that the Managing Member will make the necessary notations 'm the records of the
Company to prevent die transfer of any Units in violation of the above restrictions;

(8) understand that (i) the Unit are unregistered security and can be resold by a purchaser only if he

negigters the Uris under the Securities Act of 1933 or obtains an opinion of counsel satisfactory to the
Managing Member that registration is not required , and (ii) this restriction on transfer is in addition to
the restrictions in Section 4 (2) stated above.

(h) I am acquiring the Units that I have committed to purchase for my own account as principal for
investment purposes only and without a view to the resale, transfer or distribution thereon and I will
not offer to sell or

Wellington LLC 30
ACC00382
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EXHIBIT F
MEMBER CERTIFICATION OF ADOPTION AND
RATIFICATION OF OPERATING AGREEMENT

THE UNDERSIGNED, being Members of Wellington LLC, An Ohio Limited Liability Company,
(the "Company") evidence their adoption and ratification of the foregoing Operating Agreement of the
Company.

EXECUTED by Members on the date indicated.

COMMON IWEMIBERSHIP:

Tower Venture LLC, an Ohio Limited Liability
Company

Wellington Industries LLC, a Nevada Limited Liability
Company

By By
Philip A. Lehman, Managing Director Dennis D. Marthe, Managing Director

Date: Date:

FERRED MEMBERS1

Name
Print name :

Date

Address

Name
Print name:

Date

Address

Name
Print name:

Date

Address

ACC00384
S-3439A
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CERTIFICATE NO. Preferred Units
(fully paid, redeemable)

- 9 - 0 - 0 1 - Q - 0 - 0 - l 3 - Q - Q - l 4 - ¢ ¥ - ! - ¢ W - l - 0 - ¢ - ¢ - ¢ - ¢ ¢ -Q -s -¢ -Q -0 -1 -1 -_ -Q -Q l Q-Q3 -Q-Q-Q-Q-¢$

CERTIFICATE OF OWNERSHIP
OF PREFERRED UNITS OF

WELLINGTON LLC

-91 -Q-u i i -1-H-I-Q-MW M - d i -Q-Q-O-0--Q-1-H-0-Q-DM -4-4-0-0-Q-0-I-9-84 -Q-Q-0-04 -14

THIS CERTIFIES that is the

registered Owner of ( ) Preferred Units of

Ownership with membership in LLC 811 Ohio Liming Liability

Company, having two classes of mcmbaship: PMexred and Common.

The Preferred Units represented by this certificate are not transferable, but an redeemable by

the Owner or Me Company. Redemption of Preferred Units shall be by the payment of money by the

Company to the Owner as provided in the Opcraxing Agreement of the Company. Upon redemption of

any Preferred Units, the Preferred Membership in the Company represented by said redeemed Preferred

Units shall be automatically rerminaxed. ,

IN WITNESS WHEREOF, the Company has caused this CERTIFICATE to be issued and

signed by The President of its duly authorized Managing Member, this day of ,

1998.

LLC

By
Philip A. Lehman, President of
Tower Venture LLC
Managing Member of Wellington LLC

ACC00385
S-3439A
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EXHIBII H

ARTICLES OF ORGANIZATION

WELLINGTON LLC
An Ohio Limited Liability Company

8141 N. MAIN STREET
DAYTON, 01310 45415

I

ACC00386
S-3439A
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EXHIBIT I

OPERATING AGREEMENT
OF

WELLINGTON LLC

An Ohio Limited Liability Company

8141 n. MAIN STREET
DAYTON, 01-110 45415

THE PREFERRED UNITS HEREIN DESCRIBED AND REPRESENTED AND ISSUED BY ems
LIMITED LIABILITY COMPANY (the "compAny") UNDER AND PURSUANT TO THIS
OPERATING AGREEMENT HAVE NOT BEEN REGISTERED UNDER THE U.s. sEcuRrrIEs
AC1` OF 1933 (THE "l933 ACT") OR ANY APPLICABLE STATE SECUR1TIES LAWS AND ARE
AVAILABLE FOR PURCHASE ONLY TO "ACCREDITED INVESTORS" WITHIN THE MEANING
OF REGULATION D PROMULGATED UNDER THE 1933 ACT, AS AMENDED. sA11>
PREFERRED UNITS ARE BEING OFFERED TO INVESTORS BY THE COMPANY PURSUANT TO
A PRIVATE PLACEMENT MEMORANDUM FOR ACCREDITED INVESTORS ("OFFERING
mEMORANDUM") WHICH IS ATTACHED TO mis OPERATING AGREEMENT AND BY mis
REFERENCE MADE A PART HEREOF. THIS OI=FERING HAS NOT BEEN APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE commIssIon OF THE UNITED
STATES NOR BY ANY STATE sEcURrrIEs AGENCY. NEITHER THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES AGENCY HAVE PASSED UPON THE
ACCURACY, ADEQUACY OR COMPI.ETENESS OF THE OFFERING. THE PREFERRED UNITS
SOLD PURSUANT TO THE OFFERING HAVE NOT BEEN REGISTERED UNDER THE 1933 ACT
IN RELIANCE UPON THE EXEMPTIQN FROM REGISTRATION PROVIDED BY SECTION 4(2)
OF THE Act AND PURSUANT TO RULE 506 UNDER REGULATION D OF THE U.s. SECURITIES
AND EXCHANGE COMMISSION.

ACC00388
S-3439A
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ARTICLE VIII NOTICE
8.1 Notice
8.2 Waiver of Notice

ARTICLE IX GENERAL PROVISIONS

9.1
9.2
9.3
9.4
9_5
9.6
9.7
9.8
9.9

Entire Agreement
Assignment
Execution of Other Documents
Binding E8¢¢-.~:
No Waiver of Future Breach
Attorney's Fees
Governing Law
Execution of Multiple Originals
Severability

ARTICLE x. AMENDMENTS

10.0 Amendments

RATIFICAHON AND EXECUTION

ACC00390
S-3439A
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(d)

(e)

A copy of all written contracts and agreements, including copies of
any prior agreements no longer in effect.
A copy of all tax returns and financial statements for the last three
years of operation.
A record of contributions 6'om and disuiburions to each Member by
the Company as required under Ohio RevisedCode Section 170528.

9. Amendment of Articles. These articles may be amended only by a majority in
interest vote of each class of membership .

Dated this 15th day of August, 1998.

IIN WITNESS WHQEREOF the Undersigned Common Members have executed these
Articles of Organization on the date above written:

Tower Venture LLC f

By:
Philip A. Lehman, President of Tower Venture LLC

Wellington Industries LLC

By:
Dennis D. Marthe, Managing Director of Wellington Industries LLC

ACC00392
S-3439A
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2.3 Operating Aateement. This Mewling Agireement as maintained in the records of the

Company constitutes the total and complete Operating Agreement of the Company superceding
and excluding all other agreements, memoranda, understandings except the Offering
Memorandum, which is deemed to be part of this Operating Agreement.

ARTICLE LH
MB1V1BE1ZSHIP

3.1 Two Classes of MembershiD. There are two classes of membership 'm the Company:

~<a)

(b)
Common Membership
Preferred Membership

3.2 Common Membership.

(a)

Cb)

The Company will issue one hundred (100) Units of Common ownership interest
in the Company ("Common Units"). No certificates shall be issued for the
common membership class or for Common Units. An owner of at least one (1)
Common Unit is a member of the common membership class.
The distribution of issued Common Units shall be set forth in this Operating
Agreement and kept current by amendment, as the case may be. Accordingly,
Common Units of the Company have been issued and distributed as follows:

Tower~Venture LLC
Wellington Industries LLC
Total

96 Common Units
_ Common Units
100 Common Units

(c)

(ft)

(e)

(f)

Each Common Member shall be entitled to the number of votes equal to the
number of Common Units owned by him in all matters where the common
membership is entitled to vote.
The Common Members shall consdtme the Board of Directors of the Company,
which shall direct and manage the aEairs and business of the Company. (See
Article W Management).
The Common Members shall be entitled to all funds and/or proceeds generated by
any Transaction alter payment of the Preferred Members priority interest, costs of
operation and other obligations of the Company as set forth in the OieNng
Memorandum.
Persons holding common membership may also hold preferred membership and
any contribution to capital made by such persons shall be made as Preferred
Members and certificates for Units of Preferred Ownership Interest will be
awarded accordingly to such person as Preferred members.

3.3 Preferred Membership. . .
(a) Preferred Members shall consist of those persons who contribute to the capital of

the Company (invest) for Which they shall receive certificates for Units of
Preferred Ownership Interest ("Preferred Units") which automatically vests them
with Preferred Membership.
Although Preferred Members do not participate in the direction and management
of the affairs and business of the Company, the afirnnative vote of a majority of
the Preferred Units of the Preferred Membership and of the Common Membership
must be obtained in order to amend the Articles of Organization, or this Operating

(b)

Wellington LLC 41
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MANAGEMENT

4.1 Board of Directors.
(a) The business and affairs of the Company shall be directed and managed by the

Board of Directors composed of the Common Members of the Company. Each
Common Member shall be a Director. Each Director shall have one (1) vote in all
matters determined or acted upon by the Board of Directors, regardless of the
number of Common Units owned by that Director as a Common Member. A11
references in the Offering or elsewhere to the vestment of the direction and
management of the Company in the Common Members shall mean and be
interpreted to mean the Common Members in their capacity as Directors of the
Company acting as the Board of Directors of the Company.
The Board .of Directors shall appoint a Common Member of the Company to be
the Managing Member of the Company. Said appointment shall be set forth and
declared in this Operating Agreement.

(b)

4.2

(b)

(c)

(<1)

m
m
of:

o 9
o "?
Q cm

<

<

Manazinz Member.
(a) The Board of Directors has appointed, and does hereby appoint, Tower Venture

LLC, an Ohio limited liability company, which is a Common Member of the
Company and Co-Sponsor of the Overing, to be the Managing Member of the
Company. The Managing Member will be the Chief Executive OEEcer (CEO) of `
the Company responsible for the general overall supervision of the business and
a&lairs of the Company subject to policy direction by the Board of Directors.
When present, the Managing Member will preside at all meetings of the Board of
Directors and meetings of Members. The ManagingMember may sign, on behalf
of the Company, deeds, mortgages, bonds, contracts or other instruments which
have been authorized by the Board of Directors or the appropriate class or classes
of members to be executed, except in cases where the signing or execution is

. expressly authorized or delegated by the Board of Directors or by this Operating
Agreement or by Statute to some other Officer or Agent of the Company; and, in
general, nannying Member will perform all duties as may be prescribed by the
Board of Directors from time to time.
Since the Managing Member is an entity, the Chief Executive Officer of said
Managing Member entity shall be the individual who acts on behalf of the
Managing Member as CEO of the Company.
The Managing Member will manage the day~to-day affairs and business of the
Company and will execute direction and policy set by the Board of Directors of
the Company. The Managing Member will be responsible on behalf of the
Company for the Company's compliance with all federal and state statutes and
regulations relating to the Company's formation, operation and business. Except
for situations in which the approval of the Members is expressly required by the
Articles of Organization or this Operating Agreement, the Manager shall have full
and complete authority, power and discretion to manage and control the business,
affairs and assets of the Company, to make all decisions regarding those matters
and to perform any and all other acts or activities customary or incident to the
management of the Company's business, subject to direction and the policies of
the Board of Directors.
The Managing Member shall have the authority to compromise any obligation of
a Preferred Member to make a contribution for any reason whatsoever as the
Managing Member deems to be in the best interests of the Company.

(e)

Weilingwn LLC 43
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Cb)

(8)

(d>

(e)

subject to the priority interest of the Preferred Members in the assets and income
of the Company.
Notwithstanding any other provision of this Operating Agreement or of the
O&lering Memorandum, no Director or Managing Member shall be liable to any
Member of the Company with respect to any act perforrnedor neglected to be
performed in good faith and in a manner which such Director or Managing
Member believed to be necessary or appropriate in connection with the ordinary
and proper conduct of the Company's business or the preservation of its property,
and consistent with the provisions of the Articles of Organization and this
Operating Agreement.
The Company shall indemnify the Directors and the Managing Member for and
hold them harmless &om any and all liability, whether civil or criminal, and any
loss, damage or expense, including reasonable attorney's fees, incurred in
connection with the ordinary and proper conduct of the Company's business and
the preservation of its business and property; provided that the Director or
Managing Member to be indencunitied acted in good faith and in a manner such
Director or MannoringMember believed to be consistent with the provision of the
Articles of Organization, this Operating Agreement and the OHIering .
Memorandum; provided, further, that the funding of any such indemnification
shall not in any way jeopardize or impact the funding of the Preferred Members '
economic interests.
The Company may indemnify any person who was or is a party defendant or is
threatened to be made a party defendant to any threatened pending or completed
action, suit or proceeding, whether civil, criminal, administrative, or investigative
(other than an action by or in the right of the Company) by reason of the fact that
he is or was a Member of the Company, Director, Oncer, employee or agent of
the Company, or is or was serving at the request of the Company, against
expenses (including attorney's fees), judgments, lines and amounts paid in
settlement actually and reasonably incurred by him in connection with the action,
suit or proceeding, if the Common Members determine that he acted in good width
and in a manner he reasonably believed to be in or not opposed to the best interest
of the Company, and with respect to any criminal action or proceeding, has no
reasonable cause to believe his conduct was unlawful. The termination of any
action, suit, or proceeding by judgment, order, settlement, conviction, or on a
plea ofpolo contenderen or its equivalent, will not in itself create a presumption
that the person did or did not act in good faith and in a manner which he
reasonably believed to be in the best interest of the Company, and with respect to
any criminal action or proceeding, had reasonable cause to believe that his
conduct was unlawful.
The Company will fund the indernniiication obligations provided by .this .Section
4.6 in the manner and to the extent the Common Members may from time to time
deem proper; prodded further, that such funding will not jeopardize the
economic interests of the Preferred Members.

4.7 Confidential Information. .
(a) Proprietary Information. Each Member of the Company hereby agrees that, for

the term of this Agreement and for a period of three (3) years after the termination
of this Agreement, the filnalncial information relating to the O&lering, including,
but not limited to, information obtained &om Preferred Members regarding their
status as Accredited Investors, funds invested, the escrow account established
pursuant to the Offering, and any and all Transactions engaged in by the
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5.4 Common Membership Interests. Common Members will be entitled to all Funds in the
Reserved Funds Account and/or proceeds generated by each and every Transaction otter
payment in full of the Preferred Members' priority interests, costs of operation, and other .
obligations of the Company. A11 such distributions shall be made either by bank cashier's checks
or by wire transfer to the accounts designated by the respective Common Members to the
Managing Member.

VI
FISCAL MATTERS

6.1 Fiscal Year. The iiscad year of the Company will begin on the erst day of January and
end on the last day of December each year, unless otherwise determined by resolution of the
Members.

6.2 Income Tax Matters. The Company shall elect to be taxed on income as a partnership
andon a cash basis.

6.3 Deposits. All funds of the Company will be deposited from time to time to the credit of
the Company in the banks, trust companies or othe1= depositories as the MnnsncringMember may
select, subject to change by resolution of the Board of Directors.

6.4 Checks. D1-ails. Etc. All checks, drafts or other orders for the payment of money, and all
notes or other evidences of indebtedness issued in the name of the Company will be signed by
the Manuring Member.

6.5 Contracts. The Managing Member shall have the authority to enter into contracts and
execute instruments in the name of the Company in relation to transactions approved by the
Common Members and in relation to operation of the Company.

6.6 . Accountant. An Accountant may be selected &om time to time by the ManagiNg
Member to perform such tax and accounting services as may be required Nom time to time. The
accountant may be removed by the Managing Member without assigning any cause.

6.7 Legal Counsel. One or more Attomey(s) a Law may be selected &om time to time by
the Managing Member to review the legal affairs of the Company and to perform other services
as may be required and to report to the Managing Member with respect to those services. The
Legal Counsel may be removed by the Managing Member without assigning the cause.

ARTICLE VH
BOOKS AND RECORDS

8
" 8¢<*>

0"?

<
7.1 Books and Records. The books and records of the Company must be kept at the principal
office of the Company or at other places, within or without the Stale of Ohio, as the Mainagilng
Member or Members from time to time determine.

7.2 Riszht of Inspection. Any Member of record will have the right to examine and make
copies, at any reasonable time or times for aula purpose, the books and records of account, minutes
and records of Members. The inspection may be made by any agent or attorney of the Member.
On the written request of any Member, the Company must mail to such Member its most recent
financial statements, showing in reasonable detail its assets and liabilities and the results of its
operations.

Wellington LLC 47



9.9 Severabilitv In the event any provision or article of this agreement conflicts with the
applicable law, such conflicts shall not affect the provisions of this agreement which can be
given effect without the conflicting provision.0

ARTICLE X
AMENDMENTS

10.0 Amendments. This Operating Agreement may be altered, amended restated, or repealed
and a new Operating Agreement may be adopted by the afEnnnative majority in interest vote of
both classes of Membership, after notice and opportunity for discussion of the proposed
alteration, amendment, restatement, or repeal.

CERTIFICATION

THE UNDERSIGNED, being aLl of the Members of Wellington LLC, An Ohio Limited
Liability Company, evidence their adoption and ratification of the foregoing Operating
Agreement of the Company.

EXECUTED by each Member on the Data indicated.

COMMON EIMQBERSQ

Tower Venire LLC Wellington Industries LLC

By:
Philip A. Lehman, President

By:
Dennis D. Marthe, Managing Director

Date: Date:

Preferred Members:

Date: Date:

Date: Date:

AQC00401
8-3439A
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)

COUNTY OF MONTGOMERY )

STATE OF OHIO

AFFIDAVIT OF SARA A. MERRICK

I, Sara A. Merrick, being Hist duly sworn, hereby states as follows:

I am theVice-President of Tower Equities, Inc., ("Tower"), an NASD
registered broker-dealer,

2. In response to Items 1 and 2 of the Information Request of the Arizona
Corporations Commission (the "Request"), attached please f ind a
complete list of investors for all four offerings with telephone numbers.
This is the only information, in the custody and possession of Tower,
responsive to Items 1 and 2 of the Request,

'w
_)_ In response to Item 3 of the Request, attached please find a copy of the

private placement memorandum of Lifetime Assets, LLC,

4. In response to Item 4 of the Request, Heath Lehman is the biological son
of Philip A. Lehman ("Lehman"),

5. In response to Item 5 of the Request, Kenneth R. Wiseman ("Wiseman") is
the chief f inancial of f icer of Tower. There are no other business
relationships or personal relationships between Wiseman and Lehman,

6. In response to Item 6 of the Request, Heath Lehman has no beneficial
interest or management responsibilities with Tower as of May 1, 2001 ,

7. In response to Item 7 of the Request, the ownership interest of Wiseman is
16.6% of Tower Investment Services, Inc, ("TIS"), the holding company
for Tower Equities. His management responsibilities include that of a
Chief Financial Officer, namely supervision of the accounting department,
preparation of net capital computations and other financial matters,

8. In response to Item 8 of the Request, there are no business or personal
relationships between the four listed representatives and Lehman. They
are each, individually, registered representatives of Tower, the broker-
dealer,

EXHIBIT

ACC00404
S-3439A



SUBSCRIBED AND SWORN to
before me this I § ' day of
W / / , , , , , 2001.

43' 8/%f'.>ZXv1 /fl/w 1 _ a~
Re no Biddlestone, Notary Public
My Commission expires August 3, 2003

FURTHER AFFIANT SAYETH NOT.

12.

9.

11.

10.

In response to Item 14 of the Request, the arrangement between Tower
and the owner of the building in which Tower is located are as follows:
The owner of the property at 8141 N. Main Street, Dayton, Ohio, Cur diff
Investments, LLC leases space to Tower for the sum of $5000 per month,
in rent, for 5200 square feet of space with utilities furnished on a month to
month basis. Cur diff is wholly-owned by Sara A. Merrick.

In response to Item 12 of the Request, I have attached the account
statements of the Arizona clients of Tower. However, for equity trades,
Tower's does not carry its own accounts but clears through a clearing firm.
Therefore, these customer records may be obtained, for the time period
from January 1997 to July 2000 from Security Service Network, Inc, an
NASD registered broker-dealer, and from July 2000 to present from
Pershing/Westminster Financial, Inc., an NASD registered broker-dealer,
from January 1997 to present Charles Schwab Company, Inc. an NASD
registered broker-dealer.

In response to Item 10 of the Request, please see Item 9 above,

Sara A. Merrick, 100% owner of S & P Business Trust that currently
owns 50% of TIS. She is the wife of Lehman;

b. Gregory L Merrick, owner of 16.6 % f TIS. He is the stepson of
Lehman,

c. Heath A. Lehman, no longer owns any interest in TIS, but as of
February 5, 2001 owned 16.6% of TIS. He is the biological son of
Lehman. His ownership interest in Tower was returned to the
company and has not yet been re-issued.

In response to Item 9 of the Request, the only individuals associated in the
manner mentioned, as of February 5, 2001, with Tower, TIS or S & P
Business Trust are as follows:

a.

, / i ¢

Sara A. Merrick

`»\"' 31" GY?"/,
§`*'` ws
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re . . .'
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1•CUENTNAME ADDRESS
L. Palumbo, GM - Lenten Trust

4Lewiston, NY 14092
$ 50,000.00

West Amhurst, NY 14228
75,000.00

Louis J. Aguglia

Robert H. Mathews

Naomi Mathews
50,000.00

Lockport, NY 14094
David M. Siwicki \

East Greenwich, RI 02817

100000.00
Watseka, lL 60970

l I I 0 I, .AI Sinai, GM - Scaramouch Trust
Wlliamsville, NY 14221

500,000.00Alfonse Muto, GM - Rosas Trust
Lewiston, NY 14092

s 25,000.00
James B. McConville
n  ' s  L c:Conville Marietta, GA 30067

| 5

25,000.00

David H. Kindred, Director
Yaweh Asset Management Co.
William N. Anderson

25 000 00

Morton, IL61550

Grand Rapids, Ml 49505

Marietta, GA 30067
50,000.00s

§ Q_-
Niagara Falls, NY 14304

50,000.00

Malcolm B. Rutledge
The Rutledge Family Trust
Gary E. Wilcox
Debra L. Wilcox
Steven J. Welboum

Chicago, IL 60643
s 100,000.00

Barbara A Keable

25,000.00

s 100,000.00

Patrick A. Calendo, Sr.

Ronald J..Keable

50,000.00

25,000.00

Kenneth D.Sauerberg
Marilyn s. Sauerberg
Anthony p. Domino

25,000.00

( 75,000.00

Sleepy Hollow, IL 5011a

Genoa, lL 60135

Sleepy Hollow, lL60118

Des Plaines, lL 60016

Lewistonf'nY 14092

Grand island, NY 14072

Niagara Falls, NY 14304
25,000.00

Robert P. Harper
Christie A Harper
Dr. P.K. Panlkh
Trustee of Money Purchase Plan
Andrew R. Went

...=--_snu-

West Seneca, NY 14224

9 |

1
I

..>
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AMOUNTEADDRESSCUENTNAME
H.G. Richardson Charitable Trust $ 100,000.00

Loveland, OH 45140
Richard B. Komm 50,000.00s

Amherst, NY 14228
V\hlbum N. Sproul
Nis-Son Asset Management Co.

$ 50,000.00
Las Vegas, NV 89119

Rudolf G.K. Strobel 1 $ 2,000_000.00
Cincinnati, OH 45247

Deborah o. Court 25,000.00$
Bloomfield Hills, Ml 48304

1Louis A. Trotta
P.l. Asset Management Co.

$ 50,000.00
Cincinnati, OH 45243

Brenda K. Klockenga
Kim Klockenga

$ 50,000.00
50crystal Lake, IL 014

Daniel Brian Cobb $ 25,000.00
Waterford Township, Ml 48329 _

1Toledo Surigal Assoc.
Defined Benefit Pension Plan

5 125,000.00
Sylvania, OH 43560

1Robert w. Gruen
are s. Gruen

$ 25,000.00
Marietta, GA 30062-1779

I~hn K. Kelly
Irene Kelly

$ 75,000.00
Milford, Ml 48380

John H. Smith I s 50,000.00
Groose Pointe Woods, Ml 48236

George Albert Opitz l $ 25,000.00
Troy, MI 48098

Louis E. Flohr
Madene J. Floor

$ 200,000.00
Chana, lL 61015

I
o

TOWER VENTURE 97-A page 2
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AMOUNTPHONEADDRESSCUENTNAME
Baylor/Gavic

s 200,000.00Philip Anibal
Fenton, MI 48430

s 256,000.00
Spring~field, Mo 65809

Anti Lauderdale
Sterling Trust Co.

s 44,000.00
Springfield, Mo 65809

Charlie Lauderdale
Sterling Trust Co.
Joe M. Montesi, Sr. s 100,000.00

Memphis, TN 38111
$1 ,000,000.00

Chana, IL51015
Louis Flohr

Arlene Floor
$ 100,000.00Bruce Yates

LSJ Alliance LLC Laruna Hills, CA 92653

Steven J. Welboum s100,000.00

Donald Gregomik $ 100,000.00
es p*Iaines, IL some

Li fet ime Assets
11 95,000.00

Marietta, GA 30067
James McconviIle
~oris McConville

s 275,000.00Malcolm Rutledge
terlinc Trust Co. Marietta, GA ~067

David K Straight $ 100,000.00
Alpharetta, GA 30

$ 300,000.00'he--assMary Williams
a Williams hitesburg,

s 100,000.00Wilton & Clara Marie Vaughn
' evocable Trust Marietta, GA 30067

$ 100,000.00
48331

Felice Zonzini
Lea Zonzini Farmington Hills, ml

Samuel B. Cole s 100,000.00
96agley, sc 2 42

Douglas F. Patrick s 100,000.00
Greenville, SC 29615

\ sJohn A Hagins, Jr. 300,000.00
7Greenville so 2960

William G. Hagler 100,000.00
Greenville, SC 29607

Randolph G, Roulier s 200,000.00
Iv3lti2;oH 43560

Terry E Richardson, Jr. y, 300,000.004nv?
s 100,000.00,Terry Phillip Harvey

Columbia, KY 42728

1"

TOWER VENTURE 98

4"
it' i
1-

J

Edward A Johnson
UTAH Skyline Enterprises, LLC
Eugene c. Covington, Jr.

rove, 84604

Greenville. SC 29609

200,000.00

s 100,000.00

Artrtnrninsz



AMOUNTPHONEADDRESSCUENTNAME
s 100,000.00

J=11u§nQm.433062
John A Graham
Graham Charitable Trust

s 100,000.00
Marietta, GA 30066

Joseph Bruno
Sterlinq Trust Co.

s 50,000.00
U - ~°~tta, GA 30066

Joseph Bruno
Gladvs Bruno

s 180,000.00
Marietta, GA30062

Robert & Jane Gruen
Revocable Trust

200,000.00Robert Gruen IRA
Marietta, GA 30062

- - ~  s 53,000.00
Conyers, GA 30094

Romula Parungo
Sterling Trust Co.

s 24,000.00Rolmulo Parungo
Josefina Parunqo Conyers, GA 30094

s 23,000.00
Conyers, GA 30094

Josefina Parungo
Sterling Trust Co.

Wellington
s 100,000.00Oscar D. Corpuz

" Eco - lodestar LLC Northfield, IL 60093
Joom Yoon

J 5 500,000.00
aCross, W! 54601

T O W E R  V E N T U R E  9 8

-$ 100.000.00Homer Richardson
IH.G. Richardson Charitable Trust Loveland, OH 45140

•

ACC00409
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Brian Dietz

Sierra Vista, AZ 85635

James Hays

Mesa, AZ 85208

Anthony Madella

Glendale, AZ 85308

Susan Madella

Glendale, AZ 85308

FBO Amy Marie Sauer

Cave Creek, AZ 85331-5016

FBO Katie Louise Sauer

Cave Creek, AZ 85331-5016

Mary Stuff

Sun City, AZ 85351

Paul Stuff

Sun City, AZ 85351-2559

Wanda Spradlin

Mesa, AZ 85213-8683

ACC00410
S-3439A



Pages 8-21
Contain

Confidential
Information



EXHIBIT nos.

s-9, s_25, and s-26

WERE NOT USED.

I



EXHIBIT nos.

s-9, s-z5, and s-z6
s

WERE NOT USED.



| I
\4

U

.iv

DITAT onus

STATE OF ARIZONA
CORPORATION COMMISSION

To all to Whom these Presents shall Come Greeting:

The attached is true, complete and correct copies of the ORDER

REVOKING SECURITIES SALES REPRESENTATIVE REGISTRATION

AND CONSENT TO SAME as issued by this Commission on January 7,

1999, in DOCKET no. S-03316A-98-0000, bearing DECISION no. 61336,

IN THE MATTER oF THE OFFERING oF SECURITIES BY:

I, BRIAN C. MCNEIL, EXECUTIVE SECRETARY oF THE ARIZONA CORPORATION
COMMISSION DO HEREBY CERTIFY THAT

¥

Daniel R. Wrob sBank

y

I
r

I

r
r

I

IN WITNESS WHEREOF1 I HAVE HEREUNTO SET MY HAND AND
AFFIXED THE OFFICIAL SEAL oF THE ARIZONA CORPORATION
COMMISSION, AT THE CAPITOL, IN THE CITY oF PHOENIX,
THls- 31ST~'DAY oF May 2001 AD.

m
EXECUTIVE SEC



DOCKETED BY / 1
4

1
{

4
U

1 BEFORE THE ARIZONA CORPORATION COMMISSION

2

3
Arizona Corporation Commission

DOCKETED x

4 >~
W

4q,>'
QS 4'JAN 0 7 1999

5
n /'us

6

HM IRVIN
Commissioner~Chairrnan
TONY WEST
Commissioner
CARL J. KUNASEK
Commissioner

7 In the matter of

8

9

10

Daniel R. Wroble
NationsBank
101 S. Tryon Street, NC1-002~33-31
Charlotte, NC 28255
(CRD No. 14I3861),

)
) DOCKET no. S-03316A-98-0000
) .
) DEQ1SIONNO. 6 /
)
)
)
)

. 3 3 é
ORDER REVOKING securities S&§LES
REPRESENTITIVE REGISTRATION
AND C0NSE TO SAME

11 Respondent

12
1.

13

14
Daniel R. Wroble ("Wroble") elects to permanently waive his right to a hearing and appeal

under Articles ll and 12 of the Securities Act of Arizona ("Act") with respect to this Order Revoking
15

Securities Sales Representative Registration ("Order"); admits the jurisdiction of the Arizona
16

Corporation Commission ("Commission"), and consents to the entry of this Order by the Commission
17

4'
II.

18
FINDINGS OF FACT

19
1.

20

21

22

Wroble, National Association of Securities Dealers ("NASD") Central Registration

Depository ("CR.D") No. 1413861, is a securities sales representative presently registered in Arizona in

association with the brokerage firmNationsBanc Investments, Inc. ("NBll"), CRD No. 16361 .

NBII was formed in January-T998 as a result of a merger between NationsBanc2.
23

Enterprises, Inc. and several other financial services firms, which together were general parers cf
24

NationsSecurities ("NS"). NS ceased to exist as a result of the merger.
25

3. NationsBank, N.A., national banking association, through
26

(the "Bank") a its

subsidiaries provides trust and banking services. In June 1993, a subsidiary of the Bank entered into a



A
nr

\L

Docket No. S-03316A-98-00QO
\

l a

2 effected sales of shares in two trusts,

q
D

4 4.

& Co. to form NS which thereafter, in its

Nations Government Income Term

"Term Trusts").

served as the investment adviser and administrator for

) was the master-selling agent

*so

. L ';<~.,»-.w

5

6 for the Term Trusts.

7 5. During Trusts, from mid-1993

8

joint venture with a subsidiary of Dean Witter Discover

capacity as a brokerage firm,

Trust 2003 and Nations Government Income Term Trust 2004 (the

NationsBank, an affiliate of NS,

both the Term Trusts. The brokerage firrn'of Stephens, Inc. ("Stephens"

NS sold the Term Trusts as a sub-agent to Stephens, Inc. .-

the sale of the Term through early 1994, the Bank

employed Wroble as the national sales manager responsible for marketing the Term Trusts to the sales

9 force. Wroble was not involved in the design or management of the Term Trusts. Wroble also

10 provided information about the Term Trusts to the NS registered representatives and motivated (them to
. . \

sell the Term Trusts. At the time, Wroble was registered M ` e»NASD as a general securities11

12

13 6.

14

representative and government securities representative.

On May 4, 1998, NASD Regulation, Inc., ("NASDR"), a self-regulatory organization

registered under the Securities Exchange Actor 1934, accepted Wroble's Letter of Acceptance, Waiver

15 and Consent ("AWC"), No.

contained in the AWC.

CAF980020, in settlement of the NASDR's alleged rule violations

16

17 7.

18

19

20

21

Through its acceptance of the AWC, the NASDR found that Wroble violated NASD

Conduct Rules 2110 (Standards of  Commercial Honor and Principals of  Trade) and 2210

(CoMmunications with the Public), in connection with his role as the national sales manager

responsible for marketing the Term Trusts. In particular, the NASD found that Wroble (1) violated

just and equitable principles of trade in that he made false and materially misleading statements during

22 training sessions concerning the description of the Term Trusts, (2) was involved in the review-, use

and distribution of materially misleading sales scripts to the sales force; and (3) blurred the distinctions23

24 between the Bank and NS as the brokerage firm and Bank products and the Term Trusts as securities

25 products during sales training sessions.

26

-2- Decision No. 4/334
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Docket No. S-03316A-98-0000 L

1 8.

2

3

4
.*»3*ft*

5

6

As a result omits findings, on May 4, 1998,NASDR fined Wroble $100,000, suspended

him from associating in any capacity with a NASD member firm for six months, suspended him from

acting as a principal with a NASD member firm for six months, the suspension to commence after the

completion of the preceding suspension, and required that he prequalify, by examination before again

acting in any registered capacity. NAsnii's_a@¢isi@n and sanctions became final and effective on May

4, 1998. ~'

7 IH.

8 CONCLUSIONS OF LAW

9 1. The Commission has jurisdiction over this n*iatter pursuant to the Act, A.R.S. §44-1801

1 0 et. seq., and Article XV of the Arizona Constitution.

2.

\

'X v

11

. s
. a \ /

Wroble, as a subject of the NASD Order, engaged in'<:cihduct that constitutes grounds

1 2
r

1 3 3.
r

1 4

E 1 5

for the revocation of his securities sales registration pursuant to A.R.S. §44-1962(4).

Wrobie engaged in conduct that constitutes grounds for revocation of his securities sales

registration pursuant to A.R.S. §44-I962(10) and A.A.C. R14-4-130(A)(20) promulgated thereunder.

Specifically, Wroble used improper and misleading sales materials in sales training sessions.
R

1 6

1 7

1 8

19

20

21

22
A

anH
Jh

23
l

\

24

25

26
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4 Docket No. S~03316A-98-0000 \

IV. 9

1

2 ORDER

3 THEREFORE, on the basis of the Findings of Fact and the Conclusions of Law, the Commissionx

4 issues the following Order.
}.

' :~
§*;,

-8"'.W

5 IT IS ORDERED, pursuant to ARLS. §44-1962, that Wroble's registration as a securities sales

6 representative is hereby revoked.

7

8

9 BY ORDER OF THE ARIZONA CORPQRATIQN COMMISSION ¢.
.

\»-

10
1

a

4 ,

4

n,*
av

r

11
COMMISSIONER

*7"
NHS§ONER-CHAIRMAN COMMISSIONER

12

13 M/
14

15

IN W ITNESS W HEREOF, I,  STUART R. BRACKNEY,
Acting ' Executive Secretary of the Arizona Corporation
Commission, have hereunto set my hand and caused the
official seal of the Commission to be affixed at the Capitol, in
the City o f Phoenix, this 9 * \ day of

o  »  M ;19 9 =c .

16

17

18

STUART R. BRACKNEY
Acting Executive Secretary

19

20
DISSENT

21

(PH)
A22 H

F

23
\

I

24

25

26

_4_ Decision No.6/334
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c Docket No. S-03316A_98-0000 * .

1 CONSENT BY DANIEL R. WROBLE

2 TO ENTRY OF GRDER BY THE CORPORATION COMMISSION

fs
J REVOKING SECURITIES SALES REPRESENTATIVE REGISTRATION

4
8 AND WAIVER OF HEARING ac?

.C?"
A.55 .

5 1.

6

7

8

9

10
valid Ina 4 duly

11

Respondent, Daniel R. Wobble, an individual, admits the jurisdiction of .the Arizona

Corporation Commission ("Cornmission") over the subject matter of this proceeding, and solely, with

respect to this matter, knowingly and voluntarily waives any and all rights to a hearing before the

Commission and all other procedures odierwise available under Article ll of the Securities Act of

Arizona (the "Act") and Title 44, The Arizona Adrninistréjti e Code. Wroble acknowledges that the

accompanying Order of Relief and .Consent to Same ("Order") constitutes a .-
J - s.

rendered by the Commission.

12 2.

13

14

Wroble knowingly and voluntarily waives any right he may have under Article 12 of the

Act to judicial review by any court by way of suit, appeal or extraordinary relief resulting from the

entry of this Order.

15 3. Wroble acknowledges and agrees that this Ordeli is entered into freely and voluntarily

16 and that no promise was made or coercion used to induce Wroble to enter into it.

17 4. Wroble acknowledges that he has been represented by counsel in this matter and that he

18 has reviewed this Order with his attorney and understands all terms and obligations contained herein.

19 Wrobie consents to the issuance of the Findings of Fact and Conclusions of Law

contained in the Order. Wroble does not admit the truth of said Findings of Fact and Conclusions of

5.

20

21

22

23

24

Law but agrees that he shall not challenge their validity in any present or future administrative

proceedings before the Commission or any other branéh of state government concerning the denial or

issuance of any license or registration required by the State in order to engage in the practice of any

business or profession. la

25 6. Wroble consents to the entry of this Order and agrees to be fully bound by its terms and

conditions. Wroble further acknowledges that should he fail to comply with any and all provisions of26

_5_ Decision No. 6 / 8 3  6
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* Docket No. S-03316A-98-0000

1

2

3

4

5

6

this Order, the Commission may impose additional sanctions and costs and seek other appropriate

relief subject to Wroble's right to a hearing pursuant to the Act.

7. Wroble acknowledges that this Order resolves only alleged administrative violations of

the of the Act and that nothing contained in the Order purports to resolve any other issues which may

exist between Wroble and the State. Nothing in the Order shall be construed to restrict the State's nghti

in a future proceeding to bring an action against Wroble &om or related to facts not set forth in the

7 Order.

8 8.

9

10

11

12

Wroble acknowledges that he has been informed and understands that the Commission

or its designee, at the Commission's sole and exclusive discretion,may refer or grant access to this

matter, or any information or evidence gathered in connection therewith or derived dieieiomto any

person or entity having appropriate administrative, civil or jurisdiction. In connection

therewith, Wroble acknowledges that no representations regarding the above have been made so as to

induce him to enter into this Order, including the fact that no promise or representation has been made13

14

15

by the Commission or its designee or staff with regard to any potential criminal liability or immunity

fro tentlal criminal liability.o own 1

9

16

17 W
I

18

19

DANIEL R, WROBLE

SUBSCRIBED AND SWORN TO before me this clT*l day of D e c ; 9 1998.

20

21

22 Notary Public

My fiommission Expires: J  ' X I  - . Z z W
\

23 I

24 g21
5

\

26

-6_ Decision No. 4 / 3 3 4



I 4 F Docket No. S-033 16A-98-0000Y
d

r

4

2

3

5

l APPROVED AS To CONTENT AND FORM:

Attorney for Respondent

Date: w-99?
¢

l,§;=~

6

7

8

9 iv
q

¢ Q

I D

10 *w
`\>-

11 4*. .
~._* .,
\ »

s
A g I

a

12

13

14

15 v

16

17

18

19

20

21

22 4
AH

J*

23
\

24
\
l

25

26
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' STATE QF ARIZONA
CORPORATION COMMISSION

To all to Whom these Presents shall Come Greeting:

I, BRIAN c. MCNEIL, EXECUTIVE SECRETARY oF THE ARIZONA CORPORATION
COMMISSION, DO HEREBY CERTIFY THAT

The attached is true, and complete and correct copy of the original NOTICE

OF DEFAULT, FINDINGS oF FACT, CONCLUSIONS oF LAW, AND

ORDER REVOKING SECURITIES SALESMAN REGISTRATION, as issued

by this Commission on February 21, 1996, in the DOCKET NO. S-03109A-

95-0000, bearing DECISION no. 59514, IN THE MATTER oF THE

OFFERING oF SECURITIES BY:

I
Ir

r
Mark Allen Haugen '

I

r

| WITNESS WHEREOFI | HAVE HEREUNTO SET MY HAND AND
AFFIXED THE OFFICIAL SEAL oF THE ARIZONA CORPORATION
COMMISSION, AT THE CAPITOL, IN THE CITY oF PHOENIX,
T H I s~ a 1 sT - D A y  o F May 2001A.D.

EXECUTTVE SE
M-7" 6 6 / 1

T A Y 1
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Docket No. S~3 109-1

a

1 ,f

2

default, the relief requested in the Notice is hereby granted (ye. HAUGO's registration as

securities salesman is hereby revoked). i

*s
_J H.

4 FINDINGS OF FACT

5 1.

6

HAUGO, whose last known address is 2700 N. Hayden Road, #1059, Scottsdale

Arizona 85257, was, at all times relevant hereto, registered Mth the Commission as a securities

7 salesman.

8 2. HAUGO first became registered with the Commission on or about March 26, 1987.

9

10

11

Such registration continued through on or about._November 21, 1995. Presently, HAUGO's

registration is in suspension pursuant to A.R.S. § 44-1949 because he is no longer employed with a

registered securities dealer
*A

a 4

*A
4'

12
'a
J On or about July 21, 1995, HAUGO consented to the entry of a Decision by the

l
1

13 New York Stock Exchange, Inc. ("1 SE"), a national securities exchange registered under the

14 Securities Exchange Act of 1934.

15. 4.

16

17 5.

18

In connection with the NYSE Decision, HAUGO executed a "Stipulation of Facts

and Consent to Penalty" in which he neither admitted nor denied the NYSE's 'finding of facts.

In the Decision, the NYSE found that HAUGO1

Engaged in conduct inconsistent with just and equitable principles of trade in that he:I.

19 A.

20

Effected or permitted transactions which were unsuitable in the accounts of
one or more of his customers in light of their investment experience,
investment objectives, and/or financial resources.

21 B. Effected or permitted excessive transactions in one or more of his customers'
accounts.

22
C.

23
Effected or permitted unauthorized trades in one or more of his customers'
accounts.

24 D. EHIected or permitted margin transactions in the accounts of one or more.
customers without the authorization of one or more customers. f

25
E.

26
Made one or more mated misstatements of fact concerning 'heir securities
accounts to one or more of his customers.

2 DECISION no. 593 / 4
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F. Submitted one or more account documents to his member firm employer
which contained false and inaccurate information.1

2 11. Caused a violation of NYSE Rule 72l(d) in that he effected options transactions in

the account of one or more customers of his member organization employer withoutfs
J

4 _,
5° .

5 III.

having written options agreements on file,

Violated NYSE 408(a) by exercising discretion in the accounts of one or more

customers of his member organization employer without inst obtaining written6

7 authorization of the customers.

8 IV. Violated NYSE Rule 405 in that, on one or more occasions, he failed to provide to

9
S

his member organization employer essential facts relating to one or more customers

in that he entered inaccurate financial information on new account documents for10 1.

a 4

'A

11 such customers' accounts.

Hz V,

13

Caused violations otIRegulation 240. 17a-3 promulgated under the Securities

Exchange Act of 1934 and NYSE Rule 440 in that he caused inaccurate financial

information ro be entered onto one or more customer account records of his member14

15 organization employer.

As a result of the NYSE Decision, HAUGO was censured and barred from16 6.

17

18

membership, allied membership, approved person status, and employment or association in any

capacity with any member or member organization for a period of Eileen (15) months.

19
HI.

20 CONCLUSIONS OF LAW

21 1. The Commission has jurisdiction over matters relating to securities pursuant to

22

23 2.

24

25

Article XV of the Arizona Constitution and A.R.S. § 44-1801 et seq.

On January 13, 1996 the Notice was properly served upon HAUGO within the

meaning of A.R.S. § 44-1972, A.A.C. Rule R14-4-304, and A.A.C. Rule R14-4-306. v

HAUGO has failed to request a hearing within the time limits set forth in the Notice

and under A.R.S. § 44-1972, and A.A.C. Rule R14-4-306.

3 .

26

3 DECISION no. 6954
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a

I

,s

l 4. 1

2

Having failed to request a hearing, HAUGO is deemed to have admitted '

allegations set forth in the Notice and incorporated herein as Findings of Fact and Conclusions of

q
.> Law.

4 5.
a

* .

5

6

7

8

HAUGO is subject to revocation of his registration as a securities salesman pursuant

to A.R.S. § 44-1962(4) in that he is .lacking in integrity or not of good business reputation.

6. HAUGO is subject to revocation of his registration as a securities salesman pursuant

to A.R.S. § 44-1962(8) in that he has been suspended for a period exceeding six months from

membership in a national securities exchange registered under the Securities Exchange Act of 1934.

Iv.._ .9
nm

10 ORDER \>°

s

11 THEREFORE, on the basis of the Findings of Fact an'd._conclusions of Law set forth herein,

the Commission finds that the following Order is appropriate, in the public interest, and necessary12

13 for the protection of investors:

1.

**?

I

y

14 IT IS ORDERED, pursuant to A.R.S. § 44-1962, that HAUGO's registration as~a

15 securities salesman is hereby revoked. r

16 BY OBQERFOF THE ARIZONA COKBORATION COMIv i ISSION.

17 l4 /

18

K

"\_

_ /?

/
/

' f a s
, » /" I, 1 / '

CQMM]f55I0N'ER co!6§i1ssIonER
19

20

21

IN WITNESS WHEREOF, I JAMES MATTHEWS,
Executive Secretary of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commission to be affixed at : Capitol, in the City of
Phoenix, this 2\ day of? , 1996.22

M

23
I / 4 } ¢u )§ `

I
24

/  v '  ( I  - fA JAMES MATTHEWS
Executive Secretary

Z5

26 l DISSENT
]RA;me
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L 9 Dmvr onus,
STATE OF ARlZONA

CORPORATION COMMISSION

To all to Whom these Presents shall Come Greeting:

I, BRIAN C. MCNEIL, EXECUTIVE SECRETARY oF THE ARIZONA CORPORATION
COMMISSION, DO HEREBY CERTIFY THAT

The attached is a true, complete and correct copy of the original ORDER

REVOKING SECURITIES DEALER REGISTRATION, as issued by this

Commission on February 27, 1998, in DOCKET NO. S-03259A-97-0000,

bearing DECISION no. 60714, IN THE MATTER oF THE OFFERING oF

SECURITIES BY: 1 v* - *.»*""*"-<

7
ff

Toluca Pacific Securities Corporation

ii WITNESS WHEREOFI I HAVE HEREUNTO SET MY HAND AND
AFFIXED THE OFFICIAL SEAL oF THE ARIZONA CORPORATION
COMMISSION AT THE CAPITOL, IN THE CITY oF PHOENIX,

May 2001 A.D.THIs»-a1sT»¢~DAy oF

7
EXHIBITI

EXECUTIVE SECRETARY



DOCKETED BY
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Q
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1
r

2

BEFORE THE ARIZONA CORPORATION COMMISSION
Arizona Corporation Commission

DOCKETED
3

*FEB 2 7 1996
4

JIM IRVIN
Commissioner-Chairman
RENZ D. JENNINGS
Commissioner
CARL J. KUNASEK
Commissioner

5
f

r

re

'9

6 In the matter of

7

8

Toluca Pacific Securities Corporation
3500 w. Olive, Suite 1900
Burbank, CA 91505-4655
(CRD # 13875)

9

Respondent.

)
) DOCKET no. S-3259-I
)
>  DECISION n o . 6  o  7 / 9 /
)
> ORDER REVOKING SECURITIES
) DEALER REGISTRATION
) n an

10 \ *

11 1. a 4

*4
4'

12 INTRODUCTION

13

14

15

16

17

18

19

On December 30, 1997, the Securities Division (the "Division") of the Arizona

Corporation Commission (the "Commission") filed a Notice of Opportunity for HearingRegarding

Proposed Order of Revocation (the "Notice") against Toluca Pacific Securities Corporation

("TOLUCA"). The Notice specified that TOLUCA would be afforded an opportunity for an

administrative hearing regarding this matter upon filing a written request with Docket Control of

the Commission within ten (10) days of receipt of the Notice. TOLUCA failed to request a

hearing nth in the required time.

20 II.

21 FINDINGS OF FACT

22 1.

23

TOLUCA, whose last known address is 3500 West Olive, Suite 1900, Burbank,

California, has been registered with the Commission as a securities dealer from on or about

r24 January 21, 1988 to December 31, 1997.

2.

\

25 On December 30, 1997,the Notice was served on TOLUCA by delivering a copy of

26 the same to Michael G. Burton, Sr., Director of the Division as consented to by TOLUCA pursuant
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1 .

4
L

Docket No. s-325l9-I

1 to its filing of Uniform Form BD in its application for registration as a dealer in Arizona on or

2 about November 6, 1987. In that f iling, TOLUCA irrevocably appointed the securities

3

4 3. sent by certified mail, return

s* .

5

6

administrator of each state as its agent for service of any notice filed against TOLUCA.

On December 30, 1997, a copy of the Notice was

receipt requested, to TOLUCA's last known bus.iness address of 3500 West Olive, Suite 1900,

Burbank, California 91505-4655.

4.7

8

9

10

11

On or about March 1, 1994, the United States District Court for the Central District

of California (Civil Action No. 93-2628 SVW) issued a Final Judgment As To Defendants Toluca

Pacific Securities Corporation And Peter Blowitz (Final Judgment). The Final Judgment

permanently enjoined TOLUCA from violations of Section17(a) of the Securities Act Of 1913. and

Sections l0(b) and l5(c)(1) of the Securities Exchange Act of 19347.

12 111.

13 CONCLUSIONS OF LAW

14 1. The Commission has jurisdiction over TOLUCA and this matter pursuant to Article

15 XV of the Arizona Constitution and A.R.S. § 44-1801 gt g.

16 2. On December 30, 1997, the Notice was properly served on TOLUCA in accordance

17 with A.R.S. § 44-1972(D) and A.A.C. R14-4-304(C)(3).

18 3. TOLUCA failed to request a hearing within the time limits set forth in the Notice

19 and A.R.S. § 44-1972.

20 4.

21

22

23

24

TOLUCA is subject to an order revoking its registration as a securities deader

pursuant to A.R.S. § 44-1961(A)(9) in that TOLUCA is permanently enjoined by a court of

competent jurisdiction from engaging in or continuing any conduct or practice in connection with

the sale of securities. Specifically, TOLUCAwas permanently enjoined by United States District

Court from violations of Section 17(a) of the Securities Act of 1933 and Sections 10(b) and 15(c) \

of the Securities Exchange Act of 1934.25

26

2 Decision No. Q07/f
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1

2

3

v.

ORDER

THEREFORE, on the basis of the Findings of Fact and Conclusions of Law, the

Commission finds that the following Order is appropriate, in the public interest and necessary for4 .;:1~
&;9*5

the protection of investors. '» ,

IT IS HEREBY ORDERED that t18¢ securities dealer registration of TOLUCA be revoked.

BY ORDER OF THE ARIZONA CORPOR.ATION COMMISSION

./ / _ »

/"commIssIonER

/I

5

6

7

8

9

10
€MMT§SI01ER

\  *

" . 94 *'*-
a.

P61VMISSIONER-CHAIRMAN
I

4,_

a 4

4

"'\ll§

IN W ITNESS W HEREOF, I JACK ROSE
Executive Secretary o f the Arizona
Corporation Commission, have hereunto set
my hand and caused the official seal of the
Commission to be affixed at the Capitol, in
the Ci ty  o f  Phoen ix,  th is day of

1998.
w s

AJ my

t2RIRosE
Executive Secretary

Dissent

4

i 4

11

12

13

14

15

16

17

18

19

20 (SSB)
21

22

23

24

25

26

\
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STATE OF ARIZONA
CORPORATION CCMMISSION

To all to Whom these Presents shall Come Greeting:

I, BRIAN c. MCNEIL, EXECUTIVE SECRETARY oF THE ARIZONA CORPORATION
COMMISSION, DO HEREBY CERTIFY THAT

The attaches is a true, complete and correct copy of the original ORDER

REVOKING SECURITIES DEALER AND SALESMAN REGISTRATIONS as

issued by this Commission on April 1, 1999, in DOCKET NO. S-03318A-98-

0000, bearing DECISION no. 61616, IN THE MATTER oF THE OFFERING

oF SECURITIES BY: ~/¢" . -i n -»"

. . . /
Wlse Choice Dnscount Broerage, Inc.

OlaWande A. Agunloye, Sr.

1'n WITNESS WHEREOF, I HAVE HEREUNTO SET MY HAND AND
AFFIXED THE OFFICIAL SEAL oF THE ARIZONA CORPORATION
COMMISSION, AT THE CAPITOL, IN THE CITY oF PHOENIX,
THIS~»-31ST--~ DAY oF May I 2001 AD.

l¢

EXE

4% W-7/4;/Q"/4
TIVE SECRE ARY
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1 'BEFQRE THE ARIZONA CORPORATION COMMISSION

2

q
J

4

JIM IRVIN
Commissioner-Chairman
TONY WEST
Commissioner
CARL J. KUNASEK
Commissioner

5

. r

5 9

6 In the matter of

7

DOCKET NO. S-03818A-98-0000

Decision No. Cb I/(22 1/(0

8

9

30 Broad Street
47"' Floor,
New York, New York 10004
(CRD No. 39924)

10

ORDER REVOKING SECURITIES
DEALER AND SALESMAN
REGISTRATIONS \ ,.

11
'u

* I

12

QLAWANDE A. AGUNLOYE, SR.
9019 Schenck Street,
New York, New York, 11236
(CRD No. 2429760)

Arizona corporation Commission

DOCKETED
13

)
)

WISE CHOICE DISCOUNT BROKERAGE, INC. )
)
)
)
)
)

And )
)
)
)
)
)
)
)Respondents.

14 DOCKETED BY

15 I . I
APR 0 1 1999

/W
16 INTRODUCTION

17

18

19

20

21

22

23

24

On December 18, 1998 the Securities Division ("Division") of the Arizona Corporation

Commission ("Commission") filed a Notice of Opportunity for Hearing Regarding Proposed

Order of Relief ("Notice") against Wise Choice Discount Brokerage, Inc. ("WISE CHOICE")

and Olawande A. Agunloye, Sr. ("AGUNLOYE"). The Notice specified that wlsE CHOICE

and AGUNLOYE would be afforded an opportunity for an administrative hearing regarding this

matter upon filing a written request with Docket Control of the Commission within ten (10) days

of receipt of the Notice. WISE CHOICE aha AGUNLOYE failed to file a request for hearing

within the required time. 9

25

26
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'Docket No. S-033 l8A-98-060C
4

1 11.

2 FINDINGS OF FACT

4
.J 1.

4

WISE CHOICE DISCOUNT BROKERAGE, INC. ("wisE CHOICE"), whose last

known address is 30 Broad Street, 47"' Floor, New York, New York 10004, has been registered with

5 the Commission as a securities dealer from on or about January 13, 1997 to December 3 l, 1998.

. f.. m
v .

6 2.

7

8

9

10

OLAWANDE A. AGUNLOYE, SR. ("AGUNLOYE"), whose last known address

is 9019 Schenck Street, New York, New York, 1 1236, has been registered with the Commission as a

securities salesman from on or about January 1, 1998 to December 81, 1998. At all relevant times

hereto AGUNLOYE has been the president of WISE CHOICE;

On December 21, 1998, Notices were sent by certified mail, return receipt requested

to the last known addresses of WISE CHOICE and AGUNLOYE. 'Fhle.Notices sent certified mail

3.

11
'4

0

12 were returned to the Division undeliverable.

13 4.

14

15

16

17

18

19

20

21

22

On January 11, 1999, the Notice was served on WISE CHOICE and AGUNLOYE

by delivering a copy to Victor Rodarte, Acting Director of the Division. WISE CHOICE consented

to the service upon tiling Form BD, application for registration as a securities dealer, with the

Division on January 3, 1997. AGUNLOYE consented to the service upon filing form U-4,

application for securities salesman registration with the Division on January l, 1998.

5. On or about May 11, 1998, as a result of a complaint initiated by the Securities and

Exchange Commission, the United States District Court for the Southern District of New York

entered a preliminary injunction against WISE CHOICE and AGUNLOYE. The order enjoined

WISE CHOICE AND AGUNLOYE from violations Section17(a) of the Securities Act of 1933 and

Section l0(b) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated thereunder.
a.

»»-

23

24 l

25

26

2 Decision No. 4 / 4 :
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Docket No. S-03318A-98-0080 l

1 III.

2 CONCLUSIONS OF LAW

3 6.

4

5
89"-

6

7

The Commission has jurisdiction over WISE CHOICE and AGUNLOYE in this

matter pursuant to Article XV of the Arizona Constitution and A.R.S. § 44-1801 et seq.

7 . On January 11, 1999, the Notice was properly served on WISE CHOICE and

AGUNLOYE in accordance with A.R.S. §44-l972(D) and A.A.C. R14-4-304(C)(3.).

WISE CHOICE and AGUNLOYE failed to request a hearing within the time limits8,

8

9 9.

10

8
11

12

13

set forth in the Notice and A.R.S. § 44-1972.

WISE CHOICE is subject to an order revgldng its registration as a securities dealer

with the Commission pursuant to A.R.S. § 44-l96l(A)(9). Specifically, WISE CHOIGE is

permanently or temporarily enjoined by order, judgment or decree of a court of competent

jurisdiction from engaging in or continuing any conduct or practice in connection with the sale or

purchase of securities.

14 10.

15

16

17

AGUN1OYE's is subject to an order revoking his registration as securities salesman

with the Commission pursuant to A.R.S. § 44-l962(7). Specifically, AGUNLOYE is permanently

or temporarily enjoined by order, judgment or decree of a court of competent jurisdiction from

engaging in or continuing any conduct or practice in connection with the sale or purchase of

securities.18

19

20

21

22
A

p;

23

24 u

25

26

3 Decision No. W /,4
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Docket No. S-03318A-98-0'000»

1 Iv.

2 ORDER

3

4

THEREFORE, on the basis of the Findings of Fact and Conclusions of Law, the

Commission finds that the following Order is appropriate, in the public interests and necessary of

5 the protection of investors. .;s<§

6 IT IS HEREBY ORDERED that tHe securities dealer registration of WISE CHOICE be

7

8

revoked pursuant to A.R.S. § 44-1961 .

IT IS FURTHER ORDERED that the securities salesman registration of AGUNLOYE be

9

10

11

revoked pursuant to A.R.S. § 44-1962. ;  .

IT IS FURTHER ORDERED that this Order shall become effective within ten days of the

entry of this Order unless a motion for rehearing is filed pursuant to A-.8,c .

BY OR.DER OF THE ARIZONA CORPORATION COMMISSION

R14-3-112.

12

13

14 §3 _, JD~
-r CUMMISSIONER-CHAIRMAN R c»611v1IssIon1ER15/ .

16

4 _

IN W ITNESS I STUART
17

18

19

20

21

WHEREOF, ,
BRACKNEY, Acting Executive Secretary of
the Arizona Corporation Commission, have
hereunto set my hand and caused the official
seal of the Commission to be affixed at the
Capitol, in th city of Phoenix, this / day
o fe t é , 1999.

22
STUART BRACKNEY
Acting Executive Secretary /

¢

23

24 |
Dissent

25

26 (SSB)

4 Decision No. 4 / 4
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L4-4-*1 STATE oF ARIZONA
CORPORATION COMMISSION

To all to Whom these Presents shall Come Greeting:

The attaches is a true, complete and correct copy of the original ORDER OF

REVOCATION as issued by this Commission on September 17, 1999, in

DOCKET no. S-03339A-99-0000, bearing DECISION no. 61966, IN THE

MATTER oF THE OFFERING oF SECURITIES BY: V

I, BRIAN C. MCNEIL, EXECUTIVE SECRETARY oF THE ARIZONA CORPORATION
COMMISSION DO HEREBY CERTIFY THAT

../-

1

Retirement Investment Group

IH WITNESS WHEREOF, | HAVE HEREUNTO SET MY HAND AND
AFFIXED THE OFFICIAL SEAL OF THE ARIZONA CORPORATION
COMMISSION, AT THE CAPITOL, IN THE CITY oF PHOENIX,
THIS~»~31SII3-» DAY oF .May » 2001 AD.

,-'

ExEc yE sEeR
W
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1 BEFORE THE ARIZONA CORPORATION COMMISSION

2
Arizona Corporation Commission

DOCKETED
3

4

CARL J. KUNASEK
Chairman
JIM IRVIN
Commissioner
WILLIAM A. MUNDELL
Commissioner

rEp 1 7 1999

7*
,S .

5

6 In the matter of

7

DOCKET NO. S-03339A-99-0000

RETIREMENT INVESTMENT GROUP
1003 WirtRoad,Suite 302
Houston, TX 77055
B/D 7421

ORDER OF REVOCATION

DECIS1ON no. Q IN QS Q

Respondent.

)
)
)
)
)
)
)
)
)

`\ >

1.

'R

* 4

44
U

8

9

10

11

12

13 On August 4, 1999, the Securities Division (the "Division") of the Arizona Corporation

14 Commission (the "Commission") tiled a Notice of Opportunity for Hearing Regarding Proposed Order

15 for Relief (the 'Notice") against RETIREMENT INVESTMENT GROUP ("RESPONDENT"), alleging

16 violations of the Arizona Securities Act (the "Act"). The Notice specified that RESPONDENT would be

17 afforded an opportunity for an administrative hearing upon written request filed wide the Commission's

18 Docket Control within ten (10) days after receipt of die Notice, in accordance with A.C.C. Rule R14-4-

19 306(B).

20

INTRODUCTION

On August 6, 1999, the Division served a copy of the Notice upon RESPONDENT by certified

21 mail, return receipt requested, to RESPONDENT's last known business address as permitted by A.A.C.

22 Rule R14-4-304(C)(4). See Exhibit "A" attached hereto. RESPONDENT has failed to request an

administrative hearing ten (10) days after receipt of the Notice.23

24
s

25

26
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Docket No. S-03339A-99-0000

1 11.

2 FINDINGS OF FACT

3 1. RETIREMENT INVESTMENT GROUP ("RETIREMENT"), whose last known

4

5 2.
\

P*
I

¢

6

7

8

address is 1003 win Road, Suite 302, Houston, TX 77055, is a registered dealer in Arizona.

On or about February 2, .1999, the Securities and Exchange Commission (the "SEC")

revoked the registration of RETIREMENT' and required RETIREMENT to pay civil penalties, after

finding that RETIREMENT failed reasonably to supervise Gail G. Griseuk, a registered representative.

3. In upholding the order of an administrative law judge, the SEC found that James Harvey

9 Thornton, RETIREMENT's President and responsible officer, failed to review Gnlseuk's customer

10

11
14

av

12

13

14

15

accounts pursuant to RETIREMENT's internal supervisory procedures. Grisedc violated die anti-haud

provisions of the securities statutes in connection wide the purchase' arid sale of approximately $325,000

of limited partnership interests in 1991. "Many, if not all, of Griseuk's customers were elderly persons

on fixed incomes. She invested their money in risky and illiquid partnership interests. Had Thornton

performed the rudimentary supervisory duty of reviewing Glriseuk's customer accounts, the lack of

suitability of these investments would have been clear."

4.16

17

On April 1, 1999, RETIREMENT filed a request to withdraw dealer registration in

Arizona. Said request was not granted and this action was filed to revoke said registration.

18 111.

19 CONCLUSIONS OF LAW

20 1.

21

22 2.

23

24

The Commission has jurisdiction over this matter pursuant to Article XV of the Arizona

Constitution and A.R.S. § 44-1801 et seq., the Arizona Securities Act (the "Act").

On August 5, 1999, and on August 10, 1999, the Division properly served the Notice on

RESPONDENT in accordance with A.R.S. § 44;f972(D), A.A.C. Rules R14-4-304 and R14-4-306.

RESPONDENT failed to request a hearing widiin Me time limits prescribed in A.R.S. -§3.

25 44-1972(D) and A.A.C. Rule R14-4-306.

26

2 Decision No. Q /  9 , 44
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Docket No. S-03339A-99-0000

1 4.

2

3

4

RETIREMENT's conduct constitutes grounds for the revocation of RETIREMENT's

registration as a securities dealer with the Commission pursuant to A.R.S. §§ 44-1961(A)(10) on the

grounds that RETIREMENT is subject to an order of the SEC revolting registration as a broker or dealer

in securities under the Securities Exchange Act of 1934. 2

IV.
* /~x"'

-5

6 .

7 THEREFORE, on the basis of the foregoing Findings of Fact and Conclusions of Law, the

8 following Order is appropriate, in the public interest, and necessary for the protection of investorsl

9 IT IS ORDERED, pursuant to A.R.S. § 44-196l,~that RESPONDENT's registration as a

10 securities dealer is revoked. - '°

ORDER

`\  1

9

BY ORDER OF THE ARIZONA CORPORATION comm,IssIon

(
1

11

12

13

14

15

16

17

A 44/4
COMMISSIONER COMMISSIONER

.. W ITNESS W HEREOF, I,  Brian C. McNeil,  Executive
secretary of the Arizona Corporation Commission, have
hereunto set my hand and caused the off icial seal of the
Commission to .
Phoenix, this \`f ' \* day of 6 4 > T » w M /

be af f ixed at the Ca 1to1, in the City of
, 1999.18

19

20

21

r

22

"BF AN c. Mc
Executive S

¢-

I  |

23

24 v

25

26

DISSENT
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3 Decision No. (pl 944>



R

E \
3
=.=
9._
s.m

§
.- -<sQ

I

n1
e~
up
'E023
ask
38xEoi-

._ 'E 8z
2  ° E oEgl-
.28 up
: a>8O

;"_~".
r :
m
cm

<c
L.
Q
m
Q)
m

•
Q
1

4
ani-
3
m
C
9

•

EXHIBIT

'a:J!AJa3 xdgaaag uxmag Sugsn Jo; moA >lu2u.L

I
C33

'c 6
68

G)
o

3m

(

_*

CIE] - i
q3>0 'r:

>

3
-..§ 3 3

E
3

3 9 QF

J- w
01 G) Sr

8 8 E
U m i

*aO
14

I

1t'£9§¢.»~ .gr :::".;-
: * r w - ~¢.4_~<~3.'

l»1\ * §i ¢l
_ » .es' - 74-ur 1 4 1

55884, x4é1».
é

mn .38

___1 .4.---" '. ...I 're-.

3

3.

E ' Q

-38 3
" 5

Eo
3  3 :
- |  U
C H :
_as in 8

J '"xi

m
.g

\u 3
re:  ax§

ii

.293
o

833_ Q U

-68
888 9
538§£

"E 3E8
8 8 3 8 3 8 3 8 3
o o o D D

,955

arms asJaAa1 aux uo pa;aldulo:> ssauoav nufJ.3u JnoA as
. - v \»» » " ' -' r ':n .** s n*, t **1*!!""*"""1\1-uv-Iv UR*\l|"% L '=#¢£"L!1_1P"p'~wwvwH-rv 4""* , 4 : * Q - 8 § ' §

L r
*G1" *§ ' * * S b

x -...~~' * -- I..
I ..»..

E"u
1 l

v;':.¢.:. »-..»'~»-~-.tg§;_.¢x..: "z
.-.:.

n
aM:
.41..I W ;at* k  ' : Q~ l3 ; - h u l l

I 1
. . ¢ h N .

I  ' Q ° : -  U* I I9 9 1 9 "'::. .a1\=e:¢lr':.* -lg * |\ ¢n11._ ___ _ _ ;:  I  us ! * * l I

a I: 1*V --'_s~°- _1 _1}==- :- 4| 1 Ur 4-i"1§""1 .L . _.go .391 Ru._. gr__ -n we
4 our | __|» anal

-- 3199 nm'». "~l»¢f7' "€ ...-.
~.\ |. :L

'-l-nz-~.._,.».. '*4:!l""»¢ :mini .,..,.

'u ..¢r

".r



Bob Taft
Governor

l'5nr cy<

Ohio Department of Commerce
Division of Securities

77 South High Street • 22nd Floor
Columbus, OH 43215

(614)644-7381 FAX (614)466-3316
Gary C. Suhadolnik

Director

CERTIFICATE oF THE DIVISION oF SECURITIES PURSUANT
To SECTION 1707.31 oF THE OHIO REVISED CODE

THIS IS To CERTIFY that, pursuant to Revised Code section 1707.31, the
photocopy attached hereto is a true and accurate copy of Division Order No. 00-327,
Suspension Of Ohio Securities Salesperson License, Suspension Of Ohio
Investment Adviser Representative, License No. 3364, Notice Of Intent To Revoke
Ohio Securities Salesperson License, Notice Of Intent To Revoke Ohio Investment
Adviser Representative License No. 3364, issued by the Ohio Division of Securities
on September 27, 2000, in the matter of Philip Allen Lehman., CRD NO. 1345038, and
accompanying letter and green card return receipt.

1
3
.1

aecew EG

FEB11 am
€9\\f\§\on o'l Secuv\{\es

4

5

3 95

,_

WITNESS MY HAND AND THE OFFICIAL SEAL oF THIS DIVISION at
Columbus, Ohio this dayQf January, A.D. 2001.

»#L7V ' \y ' I 1 I f / L _ 44€?
Deborah L. Dye Joyce, Commie yfgner/6f Scurities

EXHIBIT

IAcc00772
S-3439A

FINANC1AL INSITTUTXONS • INDUSTRIAL COMPUANCE ¢ LIQUOR CONTROL • REAL ESTATE AND PROFESSIONAL LICENSING » SECURITIES 0 STATE FIRE MARSHAL | UNCLAIMED FUNDS
"An EquaI'Opportunity Employer and Service Provider"
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STATE OF OHIO
DEPARTMENT OF COMMERCE

DIVISION OF SECURITIES
COLUMBUS, OHIO 43215

Order No. 00-327

IN THE MATTER OF: PHILIP ALLEN LEHMAN
CRD NO. 1345038

SUSPENSIGN OF OHIO SECURITIES SALESPERSCN LICENSE
SUSPENSION OF OHIO INVESTMENT ADVISER REPRESENTATIVE

LICENSE NO. 3364

NOTICE OF INTENT To REVOKE OHIO SECURITIES SALESPERSON LICENSE
NOTICE OF INTENT TO REVOKE OHIO INVESTMENT ADVISER .
. REPRESENTATIVE LICENSE no. 3364

NOTICE OF OPPORTUNITY FOR HEARING

DIVISION ORDER

WHEREAS, the Ohio Division of Securities (hereinafter "the Division") is charged
with the responsibility of protecting investors and finds that this order is necessary or
appropriate in the public interest or for the protection of investors, clients and
prospective clients, and is consistent with the purposes of the Ohio Securities Act,
Chapter 1707 of the Ohio Revised Code;

WHEREAS, the Division has conducted an investigation of Philip Allen Lehman
(hereinafter "Lehman"), whose address is-,  Englewood, OH 45322,
and,as a result of said investigation, the Division alleges as follows:

(1) That on or about September 7, 2000, the Securities and Exchange
Commission ("SEC"), in case number AP 3-10024, entered a Cease and
Desist Order and an Order Making Findings and Imposing Remedial
Sanctions against Lehman. The SEC Order finds that, from February 1997
through December 1998,Lehman misrepresented facts while offering and
selling over $10 million worth of investment contracts. The SEC has
suspended Lehman for nine months from association with a broker-
dealer, investment adviser and investment company, has ordered°'him to
cease and desist from further violations, and has imposed a $10,000.00
civil penalty.

(2) Ohio Revised Code section 1707.19(A)(1) provides for the suspension or
revocation of a salesperson's or investment adviser representative's
license if the salesperson or investment adviser representative is not of
good business repute.

ACC00773
S-3439A
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WHEREAS, based on paragraph one (1) above, the Division has determined that
Lehman is not of good business repute as that term is defined in Ohio Revised Code
section 1707.19(A)(1) and Ohio Administrative Code Rules 130116-3~19(D)(2), (7), and
(9), and ,

THEREFORE, IT IS ORDERED THAT, pursuant to Ohio Revised Code sections
1707.19, 1707.23(D) and 119.06, the Ohio securities salesperson and Ohio investment
adviser representative licenses of Lehman are hereby SUSPENDED.

FURTHER, IT IS ORDERED THAT, pursuant to Ohio Revised Code Chapter 119,
Lehman is hereby notified that thirty (30) days from the date of mailing of this Notice,
the Division, pursuant to Ohio Revised Code sections 1707.19 and 1707.23(D), intends to
issue an Order to REVOKE the Ohio securities salesperson and Ohio investment
adviser representative licenses of Lehman;

FURTHER, IT IS ORDERED THAT, pursuant to Ohio Revised Code Chapter 119,
Lehman is hereby notified that he will be afforded a hearing if requested within thirty
(30) days from the date of mailing of this Notice. At the hearing, Lehman and the
Division may appear in person, by their attorneys, or together with their attorneys, or
they may present their position, arguments, or contentions in writing, and that at the
hearing they may present evidence and examine witnesses appearing for or against
them.

FURTHER, IT IS ORDERED THAT, if no hearing is timely requested, an Order to
REVOKE the Ohio securities salesperson and Ohio investment adviser representative
licenses of Lehman may be issued.

CAF

_Fm
N

WITNESS MY HAND AND THE OFFICIAL SEAL CF THIS DIVISIQN-a
Columbus, Ohio this' .92791 day of September, A.D

/ We
Deborah L. Dye ]oyceComml

SQ
5̀sione nthe

ACC00774
S-3439A



Philip A Lehman

Englewood, OH 45322
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Division of Securities I
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CERTIFIED MAIL no. P 414 533 531

Ohio Department of Commerce
Division of Securities
77 South High Street - 22Nd Floor
Columbus, OH 43215

Re: Philip Allen Lehman
CRD No. 1345038
Suspension of Ohio Securities Salesperson License
Suspension of Ohio Investment Adviser Representative
License No. 3364

Notice of Intent to Revoke Ohio Securities Salesperson License
Notice of Intent to Revoke Ohio Investment Advisor Representative
License No. 3364

Notice of Opportunity for Hearing

Dear Ms. Francis:

I am in receipt of your letter dated September 27, 2000. I respectfully request
an Opportunity for a hearing regarding the matters mentioned above. If you have
any questions, please contact me at (937) 898-4747.

Sincerely,

• Philip Allen Lehman EXHIBE

ACc00777
S-3439A



BEFORE THE STATE OF OHIO

DEPARTMENT OF COMMERCE

DIVISION OF SECURITIES

»
1I N RE:

IPhilip Allen Lehman

Proceedings before Hearing Examiner

William R. Damschroder taken at the Division

of Securities, 77 South High Street,

Ohio, on Tuesday,Columbus, February 6,

at 10:05 o'clock a.m.2001,
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•APPEARANCES

Regulation

Betty D. Montgomery
Attorney General
Business and Government
30 East Broad Street
Columbus, Ohio 43215
By Mark s. Anderson,
Assistant Attorney General,

the Division ofOn behalf of
Securities.

P.C.
Street

Mallon & Johnson,
19 South La Salle
Suite 1202
Chicago, Illinois 60603
By Barbara A. Mallon, Esq.
and Dexter B. Johnson, Esq.

and

Stat ran, Harris,
Siegel & Eyrich, LLC
41OO Carew Tower
441 Vine Street
Cincinnati, Ohio 45202
By William B. Fecher, Esq.,

On behalf of the Respondent.
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P R O C E E D I N G s

HEARING EXAMINER DAMSCHRODER:

1 My name is Bill

I'm a staff attorney general

Let's go on the record

Damschroder.

I'vewith the Ohio Department of Commerce.

been appointed to serve as the hearing

officer in this matter CRD No. 1345038 in

the matter of Philip Allen Lehman.

Let the record show that this

hearing was called to order on February 6,

2001 at approximately 10:05 a.m. in the

offices of the Division of Securities, 77

South High Street, 22nd Floor, Columbus,

Ohio.

This hearing is being conducted

pursuant to Ohio Revised Code Chapter 119.

Any witnesses in this hearing will testify

under oath and a stenographer, who is an

Ohio notary public, will administer any

oaths or affirmations to such witnesses.

The opportunity to cross-examine

the witnesses will be available to the
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Also, theDivision and the Respondent.

stenographer will receive documents sought

to be introduced at this hearing as evidence

and will identify and mark such exhibits.

Under the requirements of the Ohio

Administrative Procedures Act this hearing

will be held generally in accordance with

the rules of evidence and procedures within

the confines of the Supreme Court of Ohio.

These standards will be somewhat

relaxed as this is an administrative

hearing. Bear in mind, however, that

witnesses will be sworn and subject to

perjury prosecution under Ohio law, and as

presiding officer, I will decide the

questions concerning the admissibility of

evidence, objections to any testimony or

other procedural matters.

Any objections to those rulings

shall be made in a timely manner by the

A stenographic recordattorney of record.

Division.

has been provided at the expense of the

The transcript will be prepared

at cost to the Division which will be

6
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provided to the Division and if requested to

the Respondent.

ofthe

I will review the transcript and

the evidence submitted here today and I will

prepare a report and recommendation to the

agency that will set for to findings

f act and conclusions of law and

recommendations of action to be taken by the

Commissioner of Securities who will act on

behalf of the agency in this matter.

Within five days of the filing of

the report and recommendation with the

Commissioner, a copy of the report and

recommendation will be served upon the

Respondent or Respondent's counsel by

cer tiffed mail. Within lO days of receipt

of the repot t, the par ties may present any

objections that they may have to the report
I

and recommendation.

The objections shall be presented

in writing. These objections will be

considered by the Commissioner of Securities

prior to the final determination and order

by the agency'in this matter.
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Throughout the course of this

hearing and for the process of the report

and recommendation and the final order, the

provisions of the Ohio Administrative

Procedures Act will apply, and I direct both

parties to the Act to more fully determine

their rights under the law.

At this time I would like the

After

parties and their representatives present to

identify themselves for the record.

that then we will have the State present its

case »

MR. ANDERSON: Mr. Hearing

I'm anExaminer, my name is Mark Anderson.

assistant attorney general with the Business

and Government Regulation Section located at

I'llTO East Broad Street here in Columbus.

have one witness testifying today, Caryn

Francis, a staff attorney for the Division

•of Securities

HEARING EXAMINER DAMSCHRODER:

Okay.

ms. MALLON: My name is Barbara

Mallon, and along with Dexter Johnson and

8
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Bill Fecher, who will introduce themselves,

of the law firm of Mallon & Johnson in

W eChicago and we represent Philip Lehman.

will have the Respondent as well as two

witnesses in this matter and I've already

submitted to the Attorney General's office

the four exhibits that we plan on

Dexter Johnson also

introducing as well.

MR. JOHNSON:

of the same firm representing Philip

Lehman.

I'm a nBill Fecher.MR. FECHER:

attorney for Mr. Lehman here today as a

Did

witness primarily.

HEARING EXAMINER DAMSCHRODER:

you say you are Ohio counsel?

MR. FECHER: Yes, Ohio attorney,

yes.

HEARING EXAMINER DAMSCHRODER:

u sCould you tell with what firm?

MR. FECHER: Stat ran, Harris.

I'll give the court reporter my card.

HEARING EXAMINER DAMSCHRODER:

Great. Thank/you.
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Individual CRD#: 1345001 Individual Name: WISEMAN, KENNETH R

Individual CRD#: 1345001 Individual Name: WISEMAN, KENNETH R

Firm Name Firm CRD start Date SFG Member
TOWER E~UITIES, INC. 16195 09/1986 N

Individual CRD#: 1345001

Individual CRD-#: 1345001 Individual Name: WISEMAN, KENNETH R
Firm CRD # : 16195 Firm Name : TOWER E • UITIES, INC.

09/01/1986Employment Start Date

Regulatory
Authority

Registration
Catego

Filing Date Status Date Registration
Status

Approva |
Date

NASD FN 07/05/199912/06/1990APPROVED 12/06/1990
NASD Gs 07/05/1999oz/14/1994PURGED
NASD IR 07/05/199910/13/1986APPROVED 10/13/1986
Az AG 08/14/200008/15/2000 APPROVED 08/15/2000

Regulatory
Authority

Registration
Catego

Filing Date Status Date Registration
Status

Approval
Date

MI AG 07/05/199904/12/1993APPROVED 04/12/1993
OH AG 07/05/199910/14/1986 APPROVED 10/14/1986
PA AG 07/05/199903/21/1997APPROVED 03/21/1997

CRDMain Page Page 1 of 1

R e g i s t r a t i o n s  S u m m a r y

Current Firm(s):
R e g i s t r a t i o n s  S u m m a r y  w i t h  C u r r e n t  E m p l o y e r s

Prior Firm(s):
R e g i s t r a t i o n s  S u m m a r y  w i t h  P r i o r  E m p l o y e r s

individual Name: WISEMANI KENNETH R |
No Prior Employers Found

Back to Top

R e g i s t r a t i o n s  w i t h  C u r r e n t  E m p l o y e r s

•

Back to Too
EXHIBIT

.../ad_ipm_vii_RegSumma1y .asp ?print=Y&PageName=VI_P GNM_REGI STRATIONS_SUMM<6/4/01



Individual CRD#: 1345001 Individual Name: WISEMAN, KENNETH R

Employment History
From To Name Investment

Related
Business?

City StateCountryPosition

08/1990Present SELF EMPLOYED N DAYTON OH USA FINANCIAL
CONSULTANT

09/1986Present TOWER
EQUITIES, INC.

Y DAYTON OH USA REGISTER
REPRESENTATIVE &
TREASURER

09/199107/2000SPECTRA
GROUP INC

N DAYTON OH USA SECRETARY/TREASURER

03/197912/1999ENINUN INC N DAYTO N OH USA TREASURER
10/199609/1998DIAMOND

INTERNATIONAL
LTD

N DAYTON HI USA TREASURER

10/199610/1996METROPOUTAN
ASSET
MANAGEMENT
CORP

N DDAYTONOH USA CFO & DIRECTOR

06/199510/1996C J LASER INC N DAYTON OH USA CHAIRMAN, CEO & CFO
07/198208/1990WISEMAN,

KOTECHA
&DREWETT,
CPA' INC.

N DAYTON OH USA PARTNER

Office of Employment Address Histo
From To Street 1Firm Street

2
City StateCountryPosta I

Code
09/01/1986Present 8141 n.

MAIN ST.
TOWER EQUITIES,
INC. (16195)

DAYTONOH USA 45415

CRDMain Page Page 1 of 1

8 9
u 4  E m p l o y m e n t  H i s t o r y

Please note that data contained in the U-4 EMPLOYMENT HISTORY SCREEN is updated only by a
U-4 and does not reflect any changes made by the filing of a U-5.

.../ad_rpm_vii_EmploymentHistory. asp?print=Y&PageName=VI_P GNM_EMPLOYMENT_HI S8l/4/01
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¢ MALLON 8: JoHnson, P.C.

ATTORNEYS AT LAW

19 Scu1H LASALLE STREET I SLHTE 1202

CHICAGO. ILLINOI5 eoeoa

3\2-346-8590 I FAX: 312-346-8898

m-i@mal1onanajcrmaon.com

www.mallonandjor\r\aon.com

5

Bv Federal Express May 17, 2001

Amy Lesson
Arizona Corporation Commission
1300 w. Washington St.
Phoenix, AZ 85007

Re: Tower Equities, Inc. and Philip A. Lehman
Docket Control No. S-03439A~00-0000

Dear Amy:

Enclosed please End the following:

1.
2.
3.

Original letter proposing settlement;
Copy of Request for Extension of Time,
Response to your information request in the form of an affidavit.

There is one item I would like to point out in reference to the affidavit. One, after a
diligent search on the part of the company and myself, we have been unable to locate the
Lifetime Assets, LLC private placement memorandum. However, as I mentioned a. few months
ago, I know for a fact that Jerry Kohn of the SEC has a copy of the memorandum.

If you have any questions, please call me at (312)346-8890.

BAM:bt
Enc/

Barbara A. Mallon

Respondents
Exhibit

I
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I


